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AGENDA 


Willie  Lewis  Brown,  Jr. 


OOCOMfeNTS  DSFT. 


treasure  island  development 

AUTHORITY 


CITY  AND  COUNTY  OF  SAN  FRANCISCO 

Ferry  Building,  Suite  3100 
San  Francisco,  California 

f) 

WEDNESDAY JANUARY  20,  1999  1 PM 

REGULAR  MEETING 


f 


Willie  L.  Brown,  Jr.,  Mayor 

DIRECTORS 

John  Elberling,  Vice-Chairperson 
Gerald  Green 
Anne  Halsted 
James  Morales 
Donna  Provenzano 
Doug  Wong 

Annemarie  Conroy 
Executive  Director 

Mayor’s  Office  Treasure  Island  Project 


Treasure  Island  Development  Authority 

Ferry  Building,  Suite  3100 

January  20, 1999 -1:00  PM 
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ORDER  OF  BUSINESS 

1 Call  to  Order 

2.  Roll  Call 

3.  Approval  of  Minutes 

4.  Communications 

5 Ongoing  Business  by  Directors 

7 Introduction  of  New  Business  by  members 

7 Report  of  the  Treasure  Island  Project  Director  Annemane  Conroy 

. Report  on  access  to  Treasure  Island  including  public  use  last  month 

• Status  of  environmental  clean  up 

• ReDort  on  short  term  leases 

. Report  on  San  Francisco-Oakland  Bay  Bridge/Caltrans  issues 

• Update  on  progress  of  development  plan 

• Monthly  Financial/Budget  Report 

• Report  on  TIHD1 

• Legislation/hearings  affecting  Treasure  Island 

8.  Public  Comment  Qmpnriments  to  the  Bv-laws  of  the  Treasure  Island  Development 

9.  Resolution  approving  and  adopting  ^uiar  Meetings  to  Room  400  at  City  Hall,  and 

THIS  ITEM  HAS  BEEN  POSTPONED  Director  to  execute  on  the  Authority’s  behalf  a 

“ThS  — 1 16  unte;Tin8 on  Treasure  and  Yerba 

Buena  Islands  to  be  subleased  to  the  John  Stewart  the  Authority’s  behalf  a 

Resolution  approving  and  authorizing 

and  manTgemen,  of  up  to  766  units  of  housing  on  Treasure  and 
Yerba  Buena  Islands  (Action  item)  . Auth0ritv  and  the  City  and  County  of  San 

""to  fhae  C^nroposeTgTamnty  of  certain  obligations  of  the  Authority  to  the  John 

thefprovfsiotfonicmsil^  to  homeless  and  economically  disadvantaged  persons 

(Action  Hem)  . .he  Executive  Director  to  execute  on  the  Authority’s  behalf  a 

(Action  item) 

Adjourn 
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15. 
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TREASURE  ISLAND  DEVELOPMENT  AUTHORITY 


Disability  Access 

The  Treasure  Island  Development  Authority  will  meet  at  the  Port  Commission  office, 
located  on  the  third  floor  of  the  Ferry  Building,  Suite  3100.  The  Port  office  is  wheelchair 
accessible.  Accessible  seating  for  persons  with  disabilities  (including  those  using 
wheelchairs)  will  be  available.  The  closest  accessible  BART  station  is  Embarcadero 
Station  located  at  Market  and  Steuart  Streets.  The  closest  accessible  MUNI  Metro  station 
is  Embarcadero  station  located  at  Market  and  Spear  Streets.  Accessible  MUNI  lines 
serving  the  Ferry  Building  are  the  9,  3 1,  32  and  71 . For  more  information  about  MUNI 
accessible  services,  call  923-6142. 

There  is  accessible  parking  at  the  Ferry  Building  and  at  the  public  lot  in  the  Embarcadero 
median  in  front  of  the  Ferry  Building.  Assistive  listening  devices  are  available  for  use  in 
the  Port  Commission  office. 

For  American  Sign  Language  interpreters  or  use  of  a reader  during  a meeting,  a sound 
enhancement  system,  and/or  alternative  formats  of  the  agenda  and  minutes,  please  contact 
the  Authority  at  (415)  274-0672  at  least  72  hours  before  a meeting. 

In  order  to  assist  the  City’s  efforts  to  accommodate  persons  with  severe  allergies, 
environmental  illnesses,  multiple  chemical  sensitivity  or  related  dis  abilities,  attendees  at 
public  meetings  are  reminded  that  other  attendees  may  be  sensitive  to  various  chemical 
based  products.  Please  help  the  City  accommodate  these  individuals. 

Know  Your  Rights  Under  the  Sunshine  Ordinance 

Government’s  duty  is  to  serve  the  public,  reaching  its  decisions  in  full  view  of  the  public. 
Commissions,  boards,  councils  and  other  agencies  of  the  City  and  County  exist  to 
conduct  the  people’s  business.  This  ordinance  assures  that  deliberations  are  conducted 
before  the  people  and  that  City  operations  are  open  to  the  people’s  review. 

For  more  information  on  your  rights  under  the  Sunshine  Ordinance  [Chapter  67  of  the 
San  Francisco  Administrative  Code]  or  to  report  a violation  of  the  ordinance,  contact  the 
Sunshine  Ordinance  Task  Force  at  554-4851. 

Lobbyist  Ordinance 

Individuals  and  entities  that  influence  or  attempt  to  influence  local  legislative  or 
administrative  action  may  be  required  by  the  San  Francisco  Lobbyist  Ordinance  [SF 
Administrative  Code  16.520-16.534]  to  register  and  report  lobbying  activity.  For  more 
information  about  the  Lobbyist  Ordinance,  please  contact  the  Ethics  Commission  at  1390 
Market  Street,  #701,  San  Francisco,  CA  94102,  telephone  (415)  554-9510,  fax  (415)  703- 
0121  and  web  site  http://www.ci.sf.ca.us/ethics/. 
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Treasure  Island  Development  Authority 

410  Palm  Avenue,  Building  1 

Treasure  Island 

San  Francisco,  C A 94130 


Ms.  Susan  Horn 
Government  Info  Center 
Main  Library 
1 00  Larkin  St. 

San  Francisco,  CA  94102 
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Next  regular  meeting:  Wednesday,  February  10,  1999 

Please  note  that  starting  in  February  1999  the  Authority  will  meet  on  the  2nd  Wednesday  of  each  month  at  1 p-> 

In  Hearing  Room  I nthe  newt  hn  Hall,  1 Dr.  Carlton  B.  Goodlett  Place.  The  final  meeting  at  the  Fern'  ( 

Building  n ill  In  on  Januar  20, 1999  and  die  first  meeting  at  the  new  City  Hall  will  be  on  February  10, 1999. 

• : • m.ncr  .1  ,i\  jilablc  for  public  viewing  at  the  Mayor’s  Treasure  Island  Project  office,  4 10  Palm  Avenue, 

on  Treasure  Island  and 't  *he  Government  Information  Center  reference  t'esk,  Mai/.  Library,  Civic  Center. 
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Treasure  Island  Development  Authority 
Minutes  of  December  16, 1998  Regular  Meeting 


1 .  Call  to  Order:  1 :25  p.m.  in  the  Meeting  Room, 

Suite  3100,  Port  of  San  Francisco,  Ferry  Building 


2.  Roll  Call:  Present:  John  Elberling,  Vice  Chair 

Anne  Halsted 
Gerald  Green  (2:05) 

James  Morales 
Doug  Wong  (left  3:15) 

Excused:  Donna  Provenzano 

3.  Approval  of  Minutes: 

The  minutes  of  November  18,  1998  were  unanimously  approved. 

4.  Communications 

The  Commission  Secretary  noted  that  the  following  had  been  distributed  with  the  December 
agenda  materials:  responses  from  Marina  proposers,  communications  relating  to  the  Bay  Bridge,  the 
security  plan  from  the  SFPD  for  Treasure  Island,  the  Authority  meeting  schedule  for  1999,  and  a letter 
faxed  by  one  of  the  respondents  to  the  EDC  RFP.  Other  communications  included  data  on  the  Project 
Office’s  revenues  and  expenses  and  a letter  from  a Stanford  student  seeking  to  film  a portion  of  an 
Authority  meeting.  It  was  also  noted  that  starting  in  February,  the  Authority  will  move  its  meetings  from 
the  third  Wednesday  of  each  month  to  the  second  Wednesday  of  each  month  and  will  change  the  meeting 
location  from  the  Ferry  Building  to  Room  400  of  the  renovated  City  Hall. 

7.  Executive  Director’s  Report 

Access:  Ms.  Conroy  reported  that  in  October  8,000  people  had  attended  a party  hosted  by  Oracle. 
Ms.  Conroy  also  discussed  details  of  the  antiques  and  collectibles  market  held  each  Sunday  on  TI  as  well 
as  the  Holiday  decorations  put  up  by  staff  the  previous  weekend. 

Environmental  clean-up:  Martha  Walters,  Treasure  Island’s  Environmental  Coordinator,  reported 
that  the  Navy  and  federal  regulators  had  agreed  on  the  level  of  clean-up  for  petroleum  hydrocarbons  and 
would  be  meeting  with  the  Navy  regarding  the  footprint  for  clean-up  at  Clipper  Cove. 

Short-term  leases:  Ms.  Conroy  reported  that  short-term  leases  had  been  signed  with  ESPN  for  the 
X-Games  (ESPN)  and  with  California  Engineering  Contractors  for  storage  related  to  the  Bay  Bridge 
retrofit. 


San  Francisco-Oakland  Bay  Bridge:  Ms.  Conroy  reported  that  the  City  is  heading  into  a major 
battle  and  detailed  the  status  of  a Memorandum  of  Agreement  between  Caltrans  and  the  Navy  for  the 
historic  structures  on  YBI.  She  noted  that  the  Project  Office  and  City  had  met  with  the  East  Bay 
Municipal  Utilities  District  (EBMUD)  and  the  Port  of  Oakland,  both  of  which  are  willing  to  work  with 
the  City.  Ms.  Conroy  responded  to  Authority  members  questions  regarding  the  process. 
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Master  Developer  RFQ:  Ms.  Conroy  suggested  that  the  Authority  postpone  issuance  of  the  RFQ 
until  a contract  is  signed  with  an  EDC  team  that  then  can  then  review  the  RFQ  and  make 
recommendations  regarding  its  issuance.  Authority  members  inquired  about  the  timing  of  this  process. 

Review  of  Marina  proposals:  Ms.  Conroy  stated  that  Sedway  would  complete  its  review  by  the 
end  of  1998  and  that  the  item  would  be  scheduled  for  the  next  Authority  meeting  on  January  20,  1999. 

Financial  report:  Ms.  Arbuckle  distributed  a summary  of  the  October  1998  revenues  and 
expenses.  She  noted  that  the  City  Hall  move  has  resulted  in  delay  by  the  Controller’s  Office  of  regular 
monthly  reports.  Ms.  Arbuckle  will  provide  a detailed  report  in  January  or  February.  Budget  preparation 
for  FY  200  will  start  in  January. 

TIHDI:  Ms.  Conroy  reported  that  the  Project  Office  had  been  negotiating  with  TIHDI  with 
respect  to  the  John  Stewart  housing. 

Legislation:  Ms.  Conroy  reported  on  the  December  15th  hearing  on  the  status  of  the  Treasure 
Island  project  before  the  Board  of  Supervisor’s  Economic  Development,  Transportation  and  Technology 
Committee.  Deputy  City  Attorney  Michael  Cohen  described  Supervisor  Yaki’s  amendments  to  his 
legislation  scheduled  for  consideration  by  the  whole  Board  on  January  11,  1999. 

Authority  members  inquired  about  the  status  of  solicitation  for  Citizens  Advisory  Committee 
members  and  it  was  decided  that  Supervisor  Yaki  will  be  informed  of  the  eagerness  of  the  Authority  to 
move  ahead  in  recruiting  members  and  establishing  the  committee. 

8.  Public  Comment: 

Donald  Spatny  stated  that  he  is  creating  an  organization  of  “Concerned  Citizens  for  a Better  Bay 
Bridge”  with  the  intent  of  starting  a design  competition  for  the  design  of  a span  on  a southern  alignment. 

Redmond  Kernan,  Modem  Continental  Companies  (MCC),  requested  that  all  proposers  be 
permitted  to  meet  with  Sedway  to  share  information.  He  also  stated  that  there  is  a bias  in  the  evaluation 
towards  the  inclusion  of  public  amenities  like  a breakwater. 

9.  Resolution  approving  sole  source  negotiations  with  GoldRush  2000  and  San  Francisco  Sailing 

Center  Foundation  for  use  of  Piers  1 1 and  12  in  connection  with  Olympic  Sailing  Trials  {Action 

item) 

Harbormaster  Marianne  Conarroe  introduced  Terry  Anderlini  of  the  San  Francisco  Sailing 
Foundation.  Ms.  Halsted  noted  that  in  their  proposal  expertise  for  training  youth  in  sailing  was  missing  as 
was  diversity  of  membership  on  the  group’s  board  of  directors.  Mr.  Anderlini  agreed  and  stated  that  his 
organization  was  willing  to  address  both  issues  and  that  efforts  to  remedy  both  would  occur  during  the 
negotiation  process. 

Public  Comment: 

All  three  representatives  (Jay  Wallace,  Redmond  Keman  and  Donald  Jesberg)  of  the  three  marina 
proposer  teams  stated  that  the  development  of  the  Olympic  Sailing  Trials  on  TI  would  not  adversely 
impact  their  proposals. 

Ruth  Gravanis  stated  that  the  proposal  didn’t  contain  information  about  how  people  would  travel 
to  and  from  TI. 
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Authority  members  discussed  the  findings  necessary  to  enable  the  Authority  to  go  forward  into 
negotiations  under  a sole  source  arrangement.  Mr.  Cohen  explained  the  justification  for  the  sole  source 
procedure.  Ms.  Halsted  moved  to  amend  resolution  to  limit  the  lease  term  to  two  years  and  to  terminate 
the  lease  after  completion  of  Phases  1 and  2 without  option  for  renewal.  The  potential  affects  of  the 
proposal  on  the  Master  Development  RFQ  was  also  mentioned. 

The  Authority  members  agreed  to  amend  the  resolution  to  add  a resolve  clause  directing  staff 
that  before  lease  is  extended  beyond  two  years  or  Phase  2 that  the  San  Francisco  Sailing  Foundation 
demonstrate  to  the  Authority  that  it  has  satisfied  the  qualifications  for  youth  training.  Ms.  Halsted 
withdrew  her  previous  amendment. 

Moved  by  Mr.  Green,  seconded  by  Ms.  Halsted.  Approved  5-0. 

10.  Resolution  authorizing  a sole  source  contract  with  Clifford  Associates  for  an  amount  not  to 
exceed  $83,000  for  appraisal  services  (Action  item) 

When  asked  why  the  Authority  should  award  this  contract  on  a sole  source  basis,  Ms.  Arbuckle 
responded  that  Mr.  Clifford’s  work  provides  the  Authority  with  a valuable  and  unmatched  body 
of  knowledge  that  would  require  significant  expense  of  both  time  and  money  to  replicate 
elsewhere.  Mr.  Wong  stated  that  a sole  source  contract  with  the  contractor  determining  the  cost 
of  services  sends  the  wrong  message  to  the  public. 

Mr.  Cohen,  Ms.  Conroy  and  Authority  members  discussed  Mr.  Clifford’s  experience  with  the 
City,  with  the  TI  Project,  the  cost  of  his  services  and  control  over  quality  of  product.  Mr.  Green 
stated  that  he  agreed  with  staff  but  wanted  to  emphasize  performance  before  final  payment  is 
transmitted  to  Mr.  Clifford. 

Moved  by  Mr.  Green,  seconded  by  Ms.  Halsted.  Approved  4-1,  Mr.  Wong  dissenting. 

1 1 . Resolution  confirming  selection  of  and  authorizing  the  Executive  Director  to  negotiate  a contract 
with  an  economic  development  conveyance  and  redevelopment  consultant  (Action  item) 

Ms.  Arbuckle  explained  that  an  RFQ  seeking  the  services  of  a consultant  to  provide  economic 
and  fiscal  analyses  support  was  issued  in  July  1998.  Subsequently,  the  Project  Office  established 
a selection  committee  to  review  submissions  and  determined  that  two  of  the  proposals  were 
outstanding.  Based  on  a number  of  factors,  the  Sedway  team  was  selected.  In  response  to  Mr. 
Morales’  inquiry,  Ms.  Arbuckle  indicated  that  the  Project  Office  estimated  that  consultant  service 
fees  would  range  from  $400,000  to  $500,000.  Mr.  Cohen  described  the  process  of  exclusive 
negotiations  including  the  establishment  of  fee  and  timeframe.  Mr.  Cohen  explained  that  the 
distinguishing  factor  in  approving  negotiation  of  a contract  is  the  team’s  qualifications.  Cost  will 
be  determined  as  part  of  the  negotiation  process,  and  the  contract  must  be  approved  by  the 
Authority  before  the  team’s  fee  can  be  approved. 

Ms.  Lynn  Sedway  addressed  the  Authority  and  indicated  that  fee  is  negotiable. 

Ms.  Halsted  moved  approval  and  Mr.  Green  seconded  the  motion.  Approved,  4-0. 

12.  Adjourned  The  meeting  adjourned  at  3:30  p.m. 
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TREASURE  ISLAND  DEVELOPMENT  AUTHORITY 
LETTERS  RECEIVED  FROM  DECEMBER  16  TO  JANUARY  13 


RECEIVED  FROM 

Mr.  Stephen  Cockrell 
Ms.  Kendra  Wagner 
Ms.  Barbara  Harmon 
Mr.  John  B.  Nelson 


Advocating  wetlands  on  Treasure  Island 

Same 

Same 

Same 
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John  £1  besh'nj,  Fraident 

7 Measure.  Island  ~p e.v'e toptnent  Authority 
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Treasure  Island 
San  Francis  QA  94-130 
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Stephen  R Cockrell 
165  Mississippi  Street 
San  Francisco,  CA  94107 
415-252-7473 


1 January  1999 

John  Elberling,  Acting  President 
Treasure  Island  Development  Authority 
410  Palm  Ave.,  Bldng  One 
Treasure  Island 
San  Francisco,  CA  94130 

Dear  Mr.  Elberling: 

I am  a member  of  the  California  Native  Plant  Society  and  Sierra  Club 
with  a particular  interest  in  the  restoration  and  preservation  of  San  Francisco 
Bay  wetlands.  I urge  you  include  an  analysis  of  alternative  sites  for  wetland 
construction  on  Treasure  Island  in  the  feasibility  assessment  process.  Please 
make  every  effort  to  find  a way  to  make  wetland  construction  an  important 
priority  for  Treasure  Island. 

Sincerely, 
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Good 

TTitnkingi 

Put  on  your  thinking  caps, 

Don't  keep  your  powers  under  wraps, 
Don’t  shut  your  minds  in  little  traps, 
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AGENDA  ITEM 

Treasure  Island  Development  Authority 

City  and  County  of  San  Francisco 


Subject:  Resolution  changing  the  time  and  place  for  the  regular  meetings  of  the  Treasure  Island 

Development  Authority 

Agenda  No.  _9 

Contact  Person/Phone:  Annemarie  Conroy  Meeting  Date:  January  20,  1999 


SUMMARY  OF  PROPOSED  ACTION:  Regular  meetings  of  the  Authority  will  move  from  the  Ferry 
Building  to  the  reopened  City  Hall,  Room  400,  and  changing  the  date  to  the  second  Wednesday  of  each 
month.  Starting  time  remains  1 p.m.  The  first  meeting  of  the  Authority  at  city  Hall  will  be  February 
10,  1999. 


BACKGROUND  AND  DESCRIPTION  OF  PROPOSED  ACTION:  With  ongoing  construction 
occurring  at  and  around  the  Ferry  Building,  reopened  City  Hall  is  more  easily  accessed  by  the  public  and 
offers  superior  facilities  for  public  participation. 
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[Changing  the  Time  and  Place  for  Regular  Meetings  of  the  Treasure  Island  Development 
Authority] 

CHANGING  THE  TIME  AND  PLACE  FOR  REGULAR  MEETINGS  OF  THE  TREASURE 
ISLAND  DEVELOPMENT  AUTHORITY  FROM  THE  THIRD  WEDNESDAY  OF  EVERY 
MONTH  AT  1:00  P.M.,  AT  THE  FERRY  BUILDING,  TO  THE  SECOND  WEDNESDAY  OF 
EVERY  MONTH,  AT  1 :00  PM,  AT  ROOM  400  OF  CITY  HALL. 

WHEREAS,  On  May  2,  1997,  the  Board  of  Supervisors  passed  Resolution  No.  380-97, 
authorizing  the  Mayor’s  Treasure  Island  Project  Office  to  establish  a nonprofit  public  benefit 
corporation  known  as  the  Treasure  Island  Development  Authority  (the  “Authority”)  to  act  as  a 
single  entity  focused  on  the  planning,  redevelopment,  reconstruction,  rehabilitation,  reuse  and 
conversion  of  former  Naval  Station  Treasure  Island  (the  "Base”)  for  the  public  interest, 
convenience,  welfare  and  common  benefit  of  the  inhabitants  of  the  City  and  County  of  San 
Francisco;  and, 

WHEREAS,  Under  the  Treasure  Island  Conversion  Act  of  1997,  which  amended 
Section  33492.5  of  the  California  Health  and  Safety  Code  and  added  Section  2.1  to  Chapter 
1333  of  the  Statutes  of  1968  (the  “Act”),  the  California  legislature  (i)  designated  the  Authority 
as  a redevelopment  agency  under  California  redevelopment  law  with  authority  over  the  Base 
upon  approval  of  the  City’s  Board  of  Supervisors,  and,  (ii)  with  respect  to  those  portions  of  the 
Base  which  are  subject  to  the  Tidelands  Trust,  vested  in  the  Authority  the  authority  to 
administer  the  public  trust  for  commerce,  navigation  and  fisheries  as  to  such  property;  and, 

WHEREAS,  The  regular  meetings  of  the  Authority’s  Board  of  Directors  (“Regular 
Meetings”)  have  occurred  on  the  third  Wednesday  of  every  month,  in  the  Port  Commission 
Room  of  the  Ferry  Building  in  San  Francisco;  and, 

WHEREAS,  The  City  has  recently  re-opened  City  Hall  at  1 Dr.  Carlton  Goodlett  Place 
in  San  Francisco  (“City  Hall”);  and, 
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WHEREAS,  City  Hall  is  more  easily  accessed  by  the  public  than  the  Ferry  Building, 
offers  superior  facilities  for  public  observation  of  and  participation  in  Regular  Meetings  than 
the  Ferry  Building  and  is  a proper  location  for  the  Authority’s  Regular  Meetings;  Now 
therefore,  be  it, 

RESOLVED,  That  the  Authority  hereby  designates  that  its  Regular  Meetings  shall  be 
held  on  the  second  Wednesday  of  every  month,  at  1 :00  p.m.,  in  Room  400  of  City  Hall. 

CERTIFICATE  OF  SECRETARY 

I hereby  certify  that  I am  the  duly  elected  and  acting  Secretary  of  the  Treasure  Island 
Development  Authority,  a California  nonprofit  public  benefit  corporation,  and  that  the  above  Resolution 
was  duly  adopted  and  approved  by  the  Board  of  Directors  of  the  Authority  at  a properly  noticed 
meeting  on  January  20,  199. 


John  Elberling,  Secretary 
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STAFF  SUMMARY  OF  AGENDA  ITEMS  11-16 


I.  EXECUTIVE  SUMMARY 

There  are  approximately  1,000  units  of  housing  on  former  Naval  Station  Treasure 
Island  (the  “Base”),  which  is  owned  by  the  Navy.  904  are  on  Treasure  Island  and  96  are 
on  Yerba  Buena  Island  (together,  the  “Base-Wide  Housing  Units”).  Agenda  items  1 1-16 
relate  to  the  rehabilitation  and  reuse  of  most  of  this  housing.  Specifically,  agenda  items 
11-13  relate  to  the  Authority’s  proposed  agreements  with  the  Navy  and  the  John  Stewart 
Company  to  rehabilitate,  market,  lease,  and  manage  up  to  766  of  the  Base-Wide  Housing 
Units.  Agenda  items  14-16  relate  to  the  Authority’s  proposed  agreements  with  the  Navy 
and  the  Treasure  Island  Homeless  Development  Initiative  (“TIHDI”)  to  sublease  up  to 
222  housing  units  to  homeless  and  economically  disadvantaged  San  Franciscans.1 

Utilization  of  the  Base-Wide  housing  units  is  an  important  step  in  the  conversion 
of  Treasure  Island  to  civilian  reuse  and  has  many  public  benefits.  First,  occupancy  of  the 
Base-Wide  Housing  Units  will  help  address  the  immediate  housing  shortage  in  San 
Francisco  by  significantly  increasing  the  number  of  available  rental  units  in  the  City. 
Moreover,  a number  of  the  Base-Wide  Housing  Units  are  dedicated  for  homeless  San 
Franciscans,  as  provided  under  the  terms  of  the  TIHDI  Agreement  (described  below). 

Second,  these  projects  will  result  in  the  creation  of  a new  residential  community 
on  Treasure  Island.  In  addition  to  a general  cross-section  of  San  Francisco  and  Bay  Area 
residents,  (i)  San  Francisco  life/safety  personnel,  (ii)  other  public  employees  (including 
teachers)  that  provide  important  services  to  the  Base,  and  (iii)  students,  staff  and  faculty 
of  a consortium  of  San  Francisco’s  higher  education  institutions,  will  be  specifically 
encouraged  to  live  on  the  Base.  Over  time,  as  the  Base  is  populated,  a new  San  Francisco 
neighborhood  will  be  bom  and  Treasure  Island  will  be  much  more  integrated  with  the  rest 
of  the  City. 

Third,  the  Authority’s  Agreement  with  the  John  Stewart  Company  will  generate 
significant  revenues  (projected  to  be  over  Forty-Five  Million  Dollars)  for  the  operation 
and  improvement  of  the  Base.  These  revenues  should  help  the  Authority  achieve 
financial  self-sufficiency,  thereby  reducing  the  likelihood  that  the  City’s  General  Fund 
revenues  will  have  to  be  used  for  such  purposes.  These  revenues  are  especially 
important,  given  the  uncertainty  surrounding  the  Bay  Bridge  Reconstruction  Project  (and 
its  potentially  damaging  impacts  to  the  reuse  of  much  of  Yerba  Buena  Island  and  the 
southern  portions  of  Treasure  Island),  and  the  pending  reduction  or  elimination  of  the 
Navy’s  Cooperative  Agreement  funding. 

Fourth,  these  projects  provide  substantial  indirect  economic  benefits  to  the 
Authority  and  the  City.  For  example,  the  Agreement  with  the  John  Stewart  Company 
contains  strong  workforce  hiring  provisions  which  will  help  provide  jobs,  job  training 


1 The  remaining  12  units  will  be  considered  for  use  by  Delancey  Street  in  connection  with 
its  Life  Learning  Academy  program,  subject  to  separate  approval  of  the  Authority. 
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and  economic  development  opportunities  for  TIHDI’s  member  organizations  and  the 
economically  disadvantaged  persons  they  serve.  In  addition  the  City  will  collect 
possessory  interest  taxes  from  both  John  Stewart  and  TIHDI.  From  the  John  Stewart 
Agreement  alone,  possessory  interest  taxes  are  currently  estimated  to  equal 
approximately  $370,000  per  year.  Moreover,  occupancy  of  the  housing  will  help 
generate  significant  revenues  to  off-set  the  Public  Utilities  Commission’s  costs  of 
operating  the  utilities  systems  at  Treasure  Island.  The  Navy’s  current  contribution 
towards  the  costs  of  maintaining  utilities  is  inadequate,  and  will  probably  be  eliminated 
altogether  next  year.  Treasure  Island’s  utility  infrastructure  is  in  poor  condition  and 
needs  regular  maintenance  and  repair.  However,  at  full  occupancy  the  PUC  should  earn 
approximately  $2,000,000  a year  from  residential  tenants  ($180  per  month  per  unit  for 
1,000  units)  to  off-set  current  and  future  costs  related  to  Treasure  Island’s  utility  systems. 

Finally,  prompt  reuse  of  the  Base-Wide  Housing  Units  is  essential  to  prevent 
further  physical  deterioration.  Abandoned,  unused  housing  deteriorates  rapidly  and  is 
much  more  susceptible  to  vandalism  or  catastrophic  damage  by  fire  or  other  events  of 
casualty.  Reducing  these  risks  is  essential  because  the  terms  of  the  Tidelands  Trust  and 
the  Treasure  Island  Conversion  Act  of  1997  (formerly  AB  699)  provide  that  housing 
units  on  Treasure  Island  cannot  be  substantially  modified  or  expanded  and  cannot  be 
rebuilt  if  destroyed. 

Reuse  of  the  housing  raises  several  important  policy  issues,  mainly  with  respect  to 
potential  uses  of  the  housing  beyond  the  terms  of  these  agreements. 

First,  it  is  important  to  note  that  the  provisions  of  the  Tidelands  Trust  limit  the  use 
of  the  Base-Wide  Housing  units  to  their  remaining  useful  lives  (approx.  20-40  years). 
Absent  “swapping”  the  Trust  off  of  Treasure  Island,  the  Trust  will  prohibit  permanent 
housing  beyond  those  terms,  and,  as  previously  mentioned,  prohibits  substantial 
modification,  expansion  or  rebuilding  of  the  units.  As  described  further  below,  These 
restrictions  may  limit  the  feasibility  of  making  long-term  investments  in  capital 
improvements  related  to  the  housing. 

Second,  as  described  to  you  in  previous  memoranda  and  briefings.  Treasure 
Island  has  serious  seismic  problems.  Consistent  with  the  Reuse  Plan  and  Board  of 
Supervisors  and  Authority  policy,  we  have  addressed  current  life-safety  concerns  by 
requiring  that  all  rentable  units  meet  the  FEMA-178  seismic  life-safety  standard. 
However,  longer-term  uses  of  the  housing  may  require  more  extensive  seismic 
improvements  to  the  Base.  Similarly,  while  the  PUC  believes  it  can  maintain  the  current 
utility  systems  for  the  terms  of  these  agreements,  longer-term  uses  would  likely  require 
the  construction  of  new  utility  infrastructure  systems.  While  the  revenues  generated  by 
the  John  Stewart  project  may  be  able  to  fund  many  of  these  improvements,  the  need  to 
address  long-term  seismic  and  utility  improvements  to  the  Base  (together  with  the  use 
limitations  imposed  by  the  Trust)  may  significantly  limit  the  Authority’s  ability  to  use  the 
Base-Wide  Housing  Units  after  the  expiration  of  these  agreements. 
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Finally,  reuse  of  the  housing  may  raise  important  policy  issues  related  to  the 
compatibility  of  housing  with  long-term  development  plans  and  may  require 
modifications  to  any  future  redevelopment  plans  adopted  for  Treasure  Island. 

II  THE  AGREEMENTS  WITH  THE  JOHN  STEWART  COMPANY 

1.  Competitive  Selection  Process.  On  January  28,  1998,  at  a public  hearing,  the 
Authority  adopted  a resolution  approving  and  authorizing  the  issuance  of  a Request  for 
Qualifications  (“RFQ”)  to  solicit  interest  from,  and  establish  a means  to  evaluate  the 
qualifications  of,  prospective  entities  to  rehabilitate,  market,  lease,  and  manage  some  or 
all  of  the  Base-Wide  Housing  Units.  After  a selection  committee  appointed  by  the 
Treasure  Island  Project  Office  completed  its  evaluation  of  all  responses  to  the  RFQ,  the 
Authority  adopted  a resolution  at  a public  hearing  confirming  the  selection  of  the  John 
Stewart  Company  as  the  most  qualified  respondent  and  authorizing  the  Project  Office  to 
begin  negotiations  with  the  John  Stewart  Company  to  realize  the  goals  of  this  project. 

2.  The  Sublease.  [Agenda  Item  12]  The  Sublease,  Development,  Marketing  and 
Property  Management  Agreement  referred  to  in  Agenda  Item  12  (the  “Agreement”)  is  the 
main  agreement  between  the  Authority  and  the  John  Stewart  Company.  The  principal 
terms  of  the  proposed  Agreement  are  as  follows: 

A.  The  Premises.  The  John  Stewart  Company  will  sublease,  rehabilitate,  market, 
and  manage  up  to  approximately  766  housing  units-41  on  Yerba  Buena  Island  and  725  on 
Treasure  Island,  together  with  certain  related  facilities  and  common  areas.  Maps  of  these 
premises  are  attached  to  the  Agreement  as  Exhibits  B-l  and  B-2.  As  noted  further  below, 
the  premises  will  be  subleased  in  two  phases.  The  first  phase  includes  574  immediately 
available  units.  The  second  phase  will  add  an  additional  192  units  after  the  Navy 
completes  certain  environmental  remediation  work.  Of  the  total  premises,  133  units  are 
2-bedrooms,  382  units  are  3-bedrooms  and  251  units  are  4-bedrooms. 

B.  Term.  The  term  of  the  Agreement  is  for  seven  (7)  years. 2 

C.  The  Rehabilitation  Work.  Under  the  Agreement,  the  John  Stewart  Company 
is  required  to  complete  all  work  necessary  to  prepare  the  housing  units  for  occupancy  (the 
“Work”).  All  units  will  be  inspected  by  the  City’s  Department  of  Building  Inspection 
and  occupancy  will  only  be  allowed  after  the  issuance  of  a Certificate  of  Final 
Occupancy.  In  addition,  prior  to  occupancy,  a licensed  structural  engineer  approved  by 
DBI  must  certify  that  units  meet  (or  will  meet  after  the  completion  of  the  Work)  the 
FEMA-178  seismic  life-safety  standard,  taking  into  consideration  site-specific  soils 
conditions  on  the  Base . 


2Actual  beneficial  use  and  occupancy  of  the  premises  may  be  for  closer  to  five  years 
because  of  an  estimated  18  month  phased  construction  period,  potential  delay  in  the 
delivery  of  up  to  192  of  the  units  due  to  required  Navy  remediation  work,  and  the 
requirement  of  limiting  leasing  activities  near  the  end  of  the  term  of  the  Agreement. 
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In  many  instances,  the  Work  is  limited  to  re-painting,  re-carpeting,  replacing 
appliances,  and  landscaping  necessary  to  market  the  units  effectively,  making  certain 
energy  conservation  upgrades  prescribed  by  the  City’s  Public  Utilities  Commission,  and 
other  general  items  of  maintenance  and  repair.  In  addition,  more  extensive  construction 
will  be  performed  to  certain  units  in  order  to  comply  with  applicable  codes,  including 
disabilities  access  laws,  and,  where  necessary,  to  meet  the  FEMA-178  seismic  life-safety 
standard.  A detailed  description  of  the  Work  is  attached  to  the  Sublease  as  Exhibit  D. 

The  John  Stewart  Company  is  required  to  complete  the  Work  at  a rate  of  at  least 
40  units  per  month,  subject  to  certain  events  of  force  majeure  or  a market-driven  slow 
down  if  absorption  rates  are  lower  than  expected.  Failure  to  meet  that  schedule  can  result 
in  the  forfeiture  by  the  John  Stewart  Company  of  the  right  to  sublease  units  that  have  not 
yet  been  rehabilitated. 

D.  Funding  the  Costs  of  the  Work.  The  John  Stewart  Company  is  responsible  for 
funding  100%  of  the  cost  of  completing  the  Work.  A detailed  Capital  Budget  for  the 
project  is  attached  to  the  Agreement  as  Exhibit  G.  The  total  amount  of  the  Capital 
Budget,  including  a 12%  contingency,  is  $9,183,612  (together  with  other  costs  to  be 
included  in  the  Ledger  Account  described  below,  the  “Capital  Investment”).  Any  cost 
overruns  require  the  prior  approval  of  the  Authority. 

The  Capital  Investment  will  be  repaid  from  lease  revenues  during  the  first  three 
years  of  the  term  of  the  Agreement.  During  the  initial  1 8 month  construction  period, 

90%  of  net  operating  income  (“NOI”)  will  be  applied  to  pay  down  capital  costs  as  they 
are  incurred.  NOI  is  all  gross  revenues  less  operating  expenses.  Base  Rent  and  Special 
Percentage  Rent  (described  below).  Upon  the  earlier  of  the  substantial  completion  of 
construction  or  the  18th  month  of  the  Agreement,  any  remaining  un-reimbursed  costs  will 
be  amortized  and  repaid  from  lease  revenues  in  equal  monthly  installments  over  the  next 
1 8 months.  All  un-reimbursed  costs,  including  the  amortized  capital  expenses,  start-up 
costs,  and  un-reimbursed  operating  expenses  and  fees  advanced  by  the  John  Stewart 
Company,  are  tracked  in  a “Ledger  Account”,  which  accrues  interest  at  a rate  of  9%  per 
annum  until  paid.  The  cumulative  funds  in  the  Ledger  Account  constitute  the  Capital 
Investment.  The  schedule  for  repayment  of  the  Capital  Investment  is  described  in  the 
sample  financial  projections  and  detailed  pro-formas  attached  to  the  Sublease  as  Exhibit 
R. 


E.  Rents  Payable  to  the  Authority.  Under  the  Agreement,  the  Authority  receives 
three  types  of  rent;  Base  Rent,  Percentage  Rent  and  Special  Percentage  Rent.  Base  Rent 
totals  approximately  $3,000,000  over  the  term  of  the  Agreement:  $200,000  for  the  first 
year,  $400,000  per  year  for  the  second  and  third  years,  $450,000  for  the  fourth  year  and 
$500,000  per  year  for  the  fifth,  sixth  and  seventh  years.  Under  the  Agreement,  Base  Rent 
is  the  highest  priority  expense  item  and  is  always  the  first  item  to  be  paid  from  gross 
revenues.  Also,  Base  Rent  in  certain  years  will  be  adjusted  to  reflect  increases  to  the 
Consumer  Price  Index. 
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The  Authority’s  Percentage  Rent  equals  93%  of  “Net  Revenues”  from  the  end  of 
the  construction  period  (the  18th  month)  through  the  end  of  the  fifth  year,  94%  of  Net 
Revenues  for  year  6 and  95%  of  Net  Revenues  for  year  7.  Net  Revenues  are  calculated 
by  subtracting  operating  expenses,  replacement  reserves  and  the  repayment  of  the 
amounts  in  the  Ledger  Account  (i.e.,  the  Capital  Investment)  from  gross  revenues. 

Among  other  things,  operating  expenses  include  (i)  customary  operating  and 
maintenance  expenses,  (ii)  reasonable  insurance  premiums  and  security  costs,  (iii)  utility 
fees,  (iv)  possessory  interest  taxes  and  assessments,  (v)  management,  marketing/leasing, 
and  development  fees  payable  to  the  John  Stewart  Company  (described  below),  (vi) 
funding  of  replacement  reserves  and  (vii)  the  payment  of  the  Navy’s  Common  Area 
Maintenance  Charges.  The  first  year’s  operating  budget  (based  on  stabilized  occupancy) 
is  attached  to  the  Agreement  as  Exhibit  M.  Thereafter,  each  year’s  operating  budget  is 
subject  to  the  prior  approval  of  the  Authority. 

Special  Percentage  Rent  equals  9.3%  ofNOI  during  the  first  18  months  of  the 
Agreement  and  will  be  payable  upon  the  realization  of  certain  minimum  rental  rates  for 
the  units.  Provided  certain  basic  revenue  assumptions  are  met,  Special  Percentage  Rent 
is  intended  to  allow  the  Authority  to  receive  some  of  the  revenues  generated  during  the 
initial  18-month  construction  period  in  addition  to  Base  Rent. 

As  noted  above,  sample  financial  projections,  including  detailed  pro-formas  and  a 
description  of  key  assumptions,  are  described  in  Exhibit  R to  the  Sublease.  According  to 
those  projections,  total  Percentage  Rent  payments  to  the  Authority,  including  Special 
Percentage  Rent,  exceed  $45,000,000. 

The  John  Stewart  Company  is  also  required  to  fund  from  project  revenues  and 
maintain  thereafter  replacement  reserves  equal  to  $20  per  unit/per  month  (approximately 
3%  of  the  total  capital  costs  of  the  Project,  per  year),  subject  to  a cap  of  $1,000  per  unit. 
At  the  end  of  the  term  of  the  Sublease,  any  unused  funds  remaining  in  the  replacement 
reserve  account  will  be  paid  to  the  Authority. 

F.  Fees  payable  to  John  Stewart  Company.  The  fees  payable  to  the  John  Stewart 
Company  under  the  Agreement  are  as  follows:  (i)  a management  fee  equal  to  3%  of  gross 
collections,  up  to  a maximum  of  $400,000  per  year,  (ii)  a development  fee  equal  to 
approximately  10%  of  total  approved  development  costs,  amortized  over  48  months,  and 
(iii)  a one-time  Marketing  Fee  equal  to  $175  per  rented  unit,  payable  upon  the 
satisfaction  of  certain  leasing  goals.  In  addition,  the  John  Stewart  Company  is  entitled  to 
retain  Net  Revenues  not  used  to  pay  Percentage  Rent  (i.e.,  7%  of  Net  Revenues  in  years 
1-5,  6%  of  Net  Revenues  in  year  6 and  5%  of  Net  Revenues  in  year  7)  or  Special 
Percentage  Rent  (0.7%  ofNOI  during  the  18  month  construction  period). 

All  fees,  operating  expenses  and  repayments  of  the  Capital  Investment  are 
payable  solely  from  lease  revenues.  The  Authority  has  no  obligation  to  pay  the  John 
Stewart  Company  any  such  amounts  under  the  Agreement  from  any  other  sources  (except 
in  the  event  of  an  Authority  Default). 
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In  order  to  ensure  that  the  Authority  maximizes  revenues  under  the  Agreement 
(and  conversely  that  the  John  Stewart  Company  does  not  receive  more  than  a fair  and 
reasonable  return  on  its  Capital  Investment  or  more  than  fair  and  reasonable 
compensation  for  services  rendered),  the  Authority  retained  the  independent  real  estate 
consulting  firm  of  Economic  and  Planning  Systems,  Inc.  (“EPS”)  to  advise  it  in  the 
negotiations.  An  analysis  of  the  economic  terms  of  the  Agreement  by  EPS  is  attached 
hereto  as  Exhibit  A. 

G.  Rental  Rates.  Rental  rates  are  to  be  set  at  approximately  30%  of  100%  of 
Area  Median  Income  (“100%  AMI”),  subject  to  certain  adjustments  for  views  and  other 
amenities,  and  are  inclusive  of  basic  utilities.  The  rates  have  been  determined  to  be 
within  the  range  of  fair  market  rental  value,  as  determined  by  a number  of  separate 
analyses  of  fair  market  value  which  took  into  consideration  the  unique  advantages  and 
disadvantages  of  living  on  the  Base.  100%  AMI  yields  the  following  average  rental  rates 
for  the  premises: 

2- Br  Units-$  1 ,542  per  month 

3- Br  Units-$  1,782  per  month 

4- Br  Units  $1,990  per  month 

A complete  schedule  of  the  rental  rates  for  the  units,  on  a unit-by-unit 
basis,  is  attached  to  the  Agreement  as  Exhibit  J.  Any  subsequent  changes  to  those  rental 
rates  would  require  the  prior  approval  of  the  John  Stewart  Company  and  the  Authority.3 

H.  Preference  Categories.  As  more  specifically  described  in  the  Marketing  Plan 
attached  to  the  Agreement  as  Exhibit  H,  the  John  Stewart  Company  will  be  required  to 
give  a 30-day  right  of  first  refusal  leasing  preference,  but  not  a rent  subsidy  or  discount, 
for  approximately  60%  of  rentable  units  as  follows: 

(i)  Certain  categories  of  City  or  SFUSD  Employees  - 35%  of  all  rentable 
units  (up  to  272)  will  first  be  made  available  to  certain  City  and  SFUSD 
employees,  in  the  following  order  of  priority: 

First  to: 


(a)  San  Francisco  public  safety  employees  such  as  San  Francisco  Police 
Officers,  Sheriff  Deputies  and  Fire  Fighters  who  work  on  the  Base;  and 


and 

Base. 


(b)  SFUSD  Teachers  teaching  at  the  Treasure  Island  Elementary  School; 

(c)  City  employees  who  work  on  or  provide  important  services  to  the 


3 In  order  to  be  able  to  respond  to  changing  market  conditions  quickly,  the  Agreement  provides  that 
changes  within  10%  of  the  initial  approved  rental  rates  (up  or  down)  can  be  approved  on  the  Authority’s 
behalf  by  the  Executive  Director. 
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Then,  to  the  extent  units  are  still  available  in  this  category,  to: 

(a)  San  Francisco  public  safety  employees  generally,  such  as  San 
Francisco  Police  Officers,  Fire  Fighters  and  Emergency  Response  Personnel,  who  are 
active  personnel. 

In  the  event  demand  exceeds  the  available  supply  of  rentable  units  in  any 
category,  the  opportunity  to  lease  rentable  units  will  be  determined  by  a lottery  or  some 
other  similar  random  selection  process  administered  by  the  John  Stewart  Company  and 
approved  by  the  Authority. 

(ii)  University  Consortium  Members  - 25%  of  all  rentable  units  (up  to 
195)  will  first  be  made  available  to  students,  staff  and  faculty  of  a consortium  of 
local  universities  and  colleges,  including  San  Francisco  State  and  Golden  Gate 
Universities,  UCSF,  City  College  and  the  S.F.  Art  institute. 

(iii)  San  Francisco  and  Bay  Area  Residents  Generally.  The  John  Stewart 
Company  may  initially  target  up  to  40%  of  rentable  units  (up  to  299)  first  to 
persons  who  live  or  work  in  San  Francisco,  and  then  to  persons  who  live  or  work 
in  the  San  Francisco  Bay  Area,  on  a first-come/first-served  basis.  In  addition,  in 
the  event,  after  making  good  faith  marketing  efforts  pursuant  to  the  Marketing 
Plan  attached  to  the  Agreement  as  Exhibit  H,  the  John  Stewart  Company  fails  to 
fill  the  units  set-aside  for  any  category  of  preferred  residential  tenants  described 
above  within  30-days,  the  John  Stewart  Company  may  market  and  lease  those 
vacant  rentable  units  on  the  open-market,  first  to  persons  who  live  or  work  in  San 
Francisco,  and  then  to  person  who  live  or  work  in  the  San  Francisco  Bay  Area,  on 
a first-come/first-served  basis. 

I.  The  Authority’s  Affirmative  Obligations.  The  Authority’s  principal 
affirmative  obligations  under  the  Agreement  are  to  (i)  avoid  causing  the  termination  of 
the  Master  Lease  with  the  Navy,  (ii)  provide  certain  essential  utilities  to  the  premises,  (iii) 
provide  police,  fire  and  street  maintenance  and  repair  services  to  the  premises  and  (iv) 
use  its  best  efforts  to  arrange  for  the  delivery  of  multi-channel  video  (e.g.,  cable 
television),  telephone  and  garbage  services  to  the  premises.  If  the  Authority  defaults  in 
its  obligations  under  items  (i)  or  (ii)  above  (either,  a “Special  Authority  Default”),  the 
John  Stewart  Company  can  terminate  the  Agreement  and  the  Authority  is  required  to 
reimburse  the  John  Stewart  Company  the  then  outstanding  amount  of  the  Capital 
Investment  (the  “Authority’s  Special  Indemnity”).  As  described  further  below,  the  City 
will  be  asked  to  separately  indemnify  the  John  Stewart  Company  against  such  losses. 

J.  John  Stewart  Company’s  Property  Management  Responsibilities.  In  addition 
to  its  responsibility  related  to  the  Work,  the  John  Stewart  Company  is  obligated  under  the 
Agreement  to  provide  all  essential  property  management,  operation,  maintenance  and 
repair  services  to  maintain  and  operate  the  premises  in  good  condition  and  repair.  The 
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John  Stewart  Company  is  also  required  to  market  and  act  as  the  leasing  agent  for  all 
rentable  units. 

K.  Workforce  Hiring  Goals.  The  Agreement  contains  detailed  workforce  hiring 
goals,  as  prescribed  in  the  TIHDI  Agreement.  These  provisions  require  the  John  Stewart 
Company  to  use  good  faith  efforts  to  (i)  fill  25%  of  all  non-construction  jobs  with 
qualified  homeless  or  economically  disadvantaged  San  Francisco  residents  and  50%  of 
such  jobs  with  San  Franciscans  generally,  (ii)  give  consideration  on  all  construction  jobs 
to  qualified  homeless  or  economically  disadvantaged  San  Franciscans,  and  (iii) 
subcontract  to  TIHDI  member  organizations,  such  as  Rubicon  and  Tool  Works,  certain 
janitorial,  grounds  keeping  and  other  service  contracts  related  to  the  premises.  A draft  of 
the  John  Stewart  Company’s  Hiring  Plan  in  furtherance  of  these  workforce  goals  is 
attached  to  the  Agreement  as  Exhibit  Q. 

3.  The  Master  Housing  Lease  with  the  Navy.  [Agenda  Item  11]  Since  the  Navy 
still  owns  the  Base,  the  Authority  must  lease  the  necessary  premises  from  the  Navy 
pursuant  to  the  Master  Lease  described  in  Agenda  item  1 1 (the  “Master  Housing  Lease”), 
and  then  sublease  those  premises  to  the  John  Stewart  Company  under  the  Agreement. 

The  Master  Housing  Lease  currently  includes  only  574  of  the  766  total  units  covered  by 
the  Agreement.  An  additional  192  units  will  be  added  to  the  Master  Housing  Lease  when 
the  Navy  completes  certain  environmental  remediation  work  in  the  general  vicinity  of 
those  units.  The  Navy  has  committed  in  writing  to  complete  all  such  work  no  later  than 
August  1,  1999. 

The  premises  covered  by  the  Master  Housing  Lease  will  be  substantially  identical 
to  the  premises  covered  by  the  Authority’s  Agreement  with  the  John  Stewart  Company. 
The  term  of  the  Master  Housing  Lease  is  for  15  years,  although  it  is  anticipated  that  the 
Authority  and/or  the  City  will  have  obtained  title  to  the  Base  long  before  then.  Under  the 
Master  Housing  Lease,  the  Authority  is  not  required  to  pay  rent  to  the  Navy,  however,  as 
consideration  for  the  lease  of  the  premises  to  the  Authority,  the  Authority  is  required  to 
(i)  actively  market  the  Base,  (ii)  provide  protection  and  maintenance  services  to  the 
premises,  and  (iii)  upon  use  and  occupancy  of  the  premises  by  residential  tenants,  pay  the 
Navy  a Common  Services  Charge  equal  to  $0,050  Cents  per  square  foot  of  interior  space 
and  $0,003  per  square  foot  of  exterior  space,  per  month  (the  “Navy  CAM  Charge”).  As 
noted  above,  the  John  Stewart  Company  is  required  to  pay  the  Navy  CAM  Charge  as  an 
operating  expense  under  the  Agreement. 

As  additional  consideration  under  the  Master  Housing  Lease,  the  Authority  is 
required,  subject  to  annual  appropriations  by  the  Board  of  Supervisors,  to  apply  net 
revenues  generated  from  the  use  or  sublease  of  the  premises  (but  not  from  other  sources) 
for  property  management  services  on  the  Base  and  for  improvements  to  the  Base.  If  the 
Board  of  Supervisors  elects  not  to  appropriate  such  net  revenues  for  property 
management  services  or  improvements  to  the  Base,  the  Navy  may  terminate  the  Master 
Housing  Lease.  However,  any  such  termination  could  trigger  the  Special  Authority 
Indemnity  obligation  described  below. 
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4.  The  City  Indemnity  and  the  Repayment  Agreement.  [Agenda  Item  13]  One 
of  the  most  difficult  issues  related  to  the  Agreement  arose  from  the  constraints  on  the 
Authority’s  ability  to  deliver  to  the  John  Stewart  Company  a fmanceable  leasehold 
interest  in  the  premises.  Since  the  Navy  owns  the  property,  the  Authority  could  only 
offer  the  John  Stewart  Company  a sub-leasehold  interest  subject  to  the  Master  Housing 
Lease.  Furthermore,  Navy  (and  apparently  DOD)  policy  prohibited  the  Navy  from 
entering  into  a non-disturbance  agreement  with  the  John  Stewart  Company  to  recognize 
its  subleasehold  in  the  event  of  an  Authority  default  under  the  Master  Housing  Lease. 
Thus,  actions  or  inactions  by  the  Authority,  including  the  failure  to  cause  the  City  to 
provide  basic  utilities  such  as  electricity  or  water,  could  prevent  the  John  Stewart 
Company  from  earning  the  lease  revenues  necessary  to  repay  its  Capital  Investment.  To 
address  this  problem,  the  Authority  will  be  obligated  (under  the  Special  Authority 
Indemnity  included  in  the  Agreement)  to  repay  the  John  Stewart  Company  the  then 
outstanding  amount  of  the  Capital  Investment  in  the  event  of  a Special  Authority  Default. 
(According  to  the  financial  projections,  the  entire  Capital  Investment  will  be  paid  from 
lease  revenues  within  3 years).  However,  since  the  Authority  currently  has  no  real 
property  assets  other  than  its  leasehold  interests  from  the  Navy,  the  John  Stewart 
Company  was  not  comfortable  with  the  Authority’s  repayment  obligation.  For  this 
reason,  the  Board  of  Supervisors  will  be  asked  to  approve  an  agreement  by  the  City,  as 
consideration  for  the  many  public  benefits  to  the  City  generated  by  the  Agreement,  to 
separately  indemnify  the  John  Stewart  Company  from  losses  caused  by  a Special 
Authority  Default,  in  substantially  the  form  of  the  agreement  referenced  in  Agenda  Item 
13  (the  “City  Indemnity”). 

Although  the  chances  of  the  City  being  required  to  pay  under  the  City  Indemnity 
are  remote  (and  within  the  City’s  control  since  they  turn  on  Board  appropriations  of  Base 
revenues  and  the  delivery  of  basic  City  services),  staff  was  cognizant  of  the  desire  to 
protect  the  City’s  General  Fund  from  the  costs  of  converting  Treasure  Island  to  civilian 
reuse,  no  matter  how  unlikely  the  cost.  Thus,  Agenda  item  13  seeks  the  Authority’s 
approval  of  a Repayment  Agreement  which  obligates  the  Authority  to  repay  the  City  any 
payments  it  makes  under  the  City  Indemnity.  If  the  Authority  lacks  sufficient  revenues  at 
that  time,  it  is  obligated  to  repay  the  City,  with  interest,  from  future  Treasure  Island 
revenues. 


III.  THE  AGREEMENTS  WITH  TIHDI 

1 . Background.  Pursuant  to  the  Base  Closure  Community  Redevelopment  and 
Homeless  Assistance  Act  of  1994,  TIHDI  and  the  City  negotiated  a Base  Closure 
Homeless  Assistance  Agreement  and  Option  to  Lease  Real  Property  (the  “TIHDI 
Agreement”),  which  was  endorsed  by  the  City’s  Board  of  Supervisors  and  approved  by 
the  United  States  Department  of  Housing  and  Urban  Development.  Under  the  TIHDI 
Agreement,  TIHDI,  among  other  things,  has  the  right,  upon  the  satisfaction  of  certain 
conditions  precedent,  to  lease  up  to  90  of  the  Base- Wide  Housing  Units  on  Yerba  Buena 
Island,  41  of  which  (the  “41  YBI  Units”)  are  available  to  the  Authority  for  up  to  five 
years,  and  up  to  285  Base-Wide  Housing  Units  on  Treasure  Island  (together,  the  “TIHDI 
Units”). 
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2.  The  TIHDI  Subleases.  [Agenda  Item  15]  Pursuant  to  separate  subleases 
between  the  Authority  and  TIHDI  member  organizations,  TIHDI  will  sublease  up  to  222 
of  the  TIHDI  Units  for  homeless  and  economically  disadvantaged  San  Franciscans  as 
provided  under  the  TIHDI  Agreement.  The  first  phase  of  that  program  covers  4 separate 
subleases  of  a total  of  86  units.  It  is  expected  that  the  remaining  136  units  will  be 
Subleased  to  TIHDI  shortly  (no  later  than  the  end  of  the  year),  as  soon  as  TIHDI  has 
secured  all  necessary  funding,  has  completed  the  service  programs  related  to  such  units 
and  the  units  are  available  for  lease  from  the  Navy. 

The  four  subleases  described  in  Agenda  item  1 5 (together,  the  “TIHDI 
Subleases”)  are  for  each  of  the  following  TIHDI  “Pioneers”: 

(a)  30  units  will  be  subleased  by  Catholic  Charities.  Their  program  will  provide 
permanent  housing  and  support  services  to  assist  homeless  families  with  disabilities  and 
is  designed  to  help  those  families  achieve  residential,  economic  and  personal  stability. 

(b)  18  units  will  be  subleased  to  Haight  Ashbury  Free  Clinics.  Their  program 
will  provide  supervised  transitional  housing  and  24  hour  care  to  women  and  men  needing 
medical  or  psychiatric  care  or  substance  abuse  treatment. 

(c)  24  units  will  be  subleased  to  Swords  to  Plowshares.  Their  program  will 
provide  supportive  transitional  housing  to  homeless  veterans  for  a period  of  up  to  2 years 
while  residents  are  given  the  skills  and  other  tools  necessary  for  a transition  back  to  self- 
sufficient  living 

(d)  14  units  will  be  subleased  to  Walden  House.  Their  program  will  provide 
supervised  transitional  housing  for  homeless  men  and  women  to  assist  them  in 
overcoming  the  barriers  to  achieving  self-sufficient  living. 

The  terms  of  each  of  the  TIHDI  Subleases  will  be  for  fifteen  years.  However,  as 
provided  under  the  TIHDI  Agreement,  the  subleases  can  be  “bought  out”  from  available 
developer  proceeds  if  the  premises  are  needed  for  long-term  development  for  the  sum  of 
approximately  $50,000  per  unit,  plus  certain  un-amortized  costs.  No  rent  is  due  under  the 
TIHDI  subleases,  but  each  subtenant  under  a TIHDI  Sublease  is  responsible  for  paying 
100%  of  the  operating  costs  of  their  premises,  including,  the  costs  of  code  and  seismic 
upgrades  and  complying  with  laws,  including  disabilities  access  laws,  utilities  fees,  taxes, 
insurance.  Navy  CAM  Charges,  and  other  costs  of  operating,  maintaining  and  repairing 
the  leased  premises. 

Pursuant  to  the  TIHDI  Agreement,  each  subtenant  under  a TIHDI  Sublease  must 
demonstrate  to  the  Authority’s  reasonable  satisfaction  that  it  has  in  place  the  means  to 
provide  all  necessary  social  services,  transportation,  goods  and  other  ancillary  services 
necessary  to  meet  the  needs  of  its  resident  occupants.  Initial  draft  plans  for  each  of  the 
four  TIHDI  Pioneers  are  attached  as  Exhibits  A-l-A-4  to  the  TIHDI  Subleases. 
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The  TIHDI  Master  Housing  Lease.  [Agenda  Item  14]  As  with  the  John  Stewart 
Company  Agreement,  the  Authority  will  have  to  lease  premises  from  the  Navy  to  make 
them  available  to  TIHDI.  The  TIHDI  Master  Housing  Lease  between  the  Authority  and 
the  Navy  referenced  in  Agenda  item  14  will  be  on  substantially  the  same  terms  and 
conditions  as  the  Master  Housing  Lease  described  in  Agenda  item  1 1 . 

The  Sharing  Agreement.  [Agenda  Item  16]  Pursuant  to  the  Sharing  Agreement 
referenced  in  Agenda  item  16,  TIHDI  will  allow  the  Authority  and  the  John  Stewart 
Company  to  use  up  to  112  Units  (the  “Borrowed  Units”)  of  the  334  Units  4that  would 
otherwise  be  immediately  available  to  TIHDI,  for  the  term  of  the  Agreement  with  the 
John  Stewart  Company.  In  return,  TIHDI  is  to  receive  40%  of  the  Percentage  Rent 
otherwise  payable  to  the  Authority  generated  from  the  use  of  such  Borrowed  Units.  In 
order  to  allow  the  Authority  maximum  use  of  revenues  earned  during  the  early  years  of 
the  Agreement  with  the  John  Stewart  Company,  TIHDI’ s share  of  such  revenues  accrues, 
with  interest,  during  the  first  three  years.  Beginning  in  the  fourth  year,  the  Authority  is 
required  to  pay  TIHDI  quarterly  for  the  next  16  quarters  (i)  the  revenues  it  will  then 
currently  be  entitled  to  during  years  4-7,  and  (ii)  1/1 6th  of  the  accrued  revenues  owed 
TIHDI  from  the  previous  three  years,. 

In  addition,  under  the  Sharing  Agreement,  TIHDI  receives  50%  of  the  Percentage 
Rent  otherwise  payable  to  the  Authority  generated  from  the  use  of  the  41  YBI  Units 
during  the  6th  and  7th  year  of  the  Agreement  with  the  John  Stewart  Company. 

The  Authority  also  has  certain  obligations  to  return  the  Borrowed  Units  and  the 
41  YBI  Units  to  TIHDI  at  the  end  of  the  Term  of  the  Agreement  with  the  John  Stewart 
Company  in  good  condition  and  repair.  TIHDI  is  further  granted  the  right  to  use  any 
replacement  reserves  remaining  at  the  expiration  of  the  Agreement  allocable  to  the 
Borrowed  Units  or  the  41  YBI  Units  to  prepare  such  Units  for  future  use  and  occupancy 
by  TIHDI. 

According  to  the  John  Stewart  Company’s  projection’s,  TIHDI  should  receive 
over  $3,000,000  under  the  Sharing  Agreement.  These  funds  will  significantly  help 
TIHDI  realize  the  opportunities  for  homeless  services  afforded  under  the  TIHDI 
Agreement. 


4 The  total  375  TIHDI  Units  minus  the  41  YBI  Units  for  which  TIHDI’s  rights  are  deferred  for  five  years 
equals  334  units.  Of  those  334  units,  222  are  reserved  for  use  by  TIHDI  and  1 12  will  be  incorporated  into 
the  Agreement  with  the  John  Stewart  Company. 
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EXHIBIT  B 


PLANNING  DEPARTMENT 

City  and  County  of  San  Francisco  1660  Mission  Street  San  Francisco,  CA  94103-2414 

.....  PlANNINC  COMMISSION  ADMINISTRATION  CURRENT  PLANNING/ZONINC  LONG  RANCB  PLANNING 

(41SJ  fAjtj  n*44C*  FAX  FAX)  SUVMM  FAX;JM-«2i 

CERTIFICATE  OF  DETERMINATION 
OF  EXEMPTION/EXCLUSION  FROM  ENVIRONMENTAL  REVIEW 

Project  Title  : Treasure  IsJandThtgrim  Uie 

Location:  Treasure  IglaMmdDkcha  Buena_Is_[guDLci1_^h,e_S,aafrAnciscQ  Bay  

City  and  County  ; 5an_EtatLcis.c.Q 

Description  o f NatuoLaiad^um^^ 

Naval  Station  Treasure  Island  is  a closed  military  base  that  is  planned  to  be  transferred  to  the  City  and  County 
of  San  Francisco  in  1 998.  The  transfer  and  the  reuse  of  the  base  are  the  subject  of  an  Environmental  Impact 
Statement/Environmental  Impact  Report  (EIS/EIR)  being  prepared  by  the  Navy  in  cooperation  with  the  San 
Francisco  Planning  Department  (Case  No.  94.448E).  Federal  regulations  regarding  military  base  closures 
allow  the  Navy  to  lease  properties  to  the  local  jurisdictions  prior  to  full  transfer  of  jurisdiction.  Under  these 
leasing  agreements,  the  local  jurisdiction  may  lease  the  property  itself  or  lease  to  private  third  parties.  The 
use  or  uses  that  are  governed  by  these  lease(s)  are  considered  "interim.”  The  purpose  of  interim  leasing  is 
to  help  the  local  jurisdiction  create  jobs  and  to  maintain  installation  infrastructure  by  continuing  to  use  it. 

(Continued,  Page  2.)  r 

Name  of  Pepon^Board.  Commission_OiiD_gjflrimem  Propos inglo  CaiT^.Q iLt.Proiec t; 

The  Mayor  and  the  Board  of  Supervisors  of  the  City  and  County  of  San  Francisco,  and  the  Treasure  Island 
Development  Authority. 


Categorical  Exemption  Class  One  (State  Guidelines,  Section  15301),  Class  Three  (Section  15303),  and  Class 
Four  (Section  15304(e)):  and  the  General  Rule  Exclusion  (State  Guidelines,  Section  15061(b)(3)). 


REMARKS; 

Naval  Station  Treasure  Island  ban  be  considered  one  facility,  or  it  can  be  considered  a collection  of  smaller 
facilities.  With  either  approach,  interim  use(s)  would  involve  the  continuation  of  existing  and/or  recent  uses, 
and  would  not  involve  an  intensification  In  use  beyond  the  1993-94  baseline  documented  in  the  1995  Existing 

(Continued,  p.  2) 


Contact  Person:  Hillary  E.  Gitelman 


558-6381 


Date  of  Determinallon:  I do  hereby  certify  that  the  above  determinaiion  has  been  made  pursuant  to  State  and 


Local  requirements. 

November  3.  1997 

cc;  Larry  Florin 

Susana  Montana 
Bulletin  Board 
M.D.F, 
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Description  of  Nature  and  Purpose  of  Project:  (Continued) 

Naval  Station  Treasure  Island  includes  about  403  acres  on  Treasure  Island  and  about  156  acres  on  Yerba 
Buena  Island.  The  naval  station  has  been  in  use  as  a military  facility  since  World  War  II.  An  Existing 
Conditions  Report,  prepared  in  199S  for  the  federal  Office  of  Military  Base  Conversion,  the  San  Francisco 
Planing  Department,  and  the  San  Francisco  Redevelopment  Agency,  documents  the  intensity  and  variety  of 
uses  and  activities  common  on  the  island.  A copy  of  this  report  is  available  for  review  in  Case  File  No. 
94.448E  at  the  San  Francisco  Planning  Department.  1660  Mission  Street,  San  Francisco. 

The  City  and  County  of  San  Francisco,  through  the  Mayor's  Office,  has  embarked  on  an  ambitious  interim 
use  program,  and  plans  to  execute  a variety  of  leases  prior  to  completion  of  the  EIS/EJR  and  adoption  of  the 
reuse  plan  for  Treasure  Island,  both  of  which  are  targeted  for  1998.  The  proposed  lease  agreements,  and  the 
interim  uses  they  permit,  are  the  subject  of  this  document. 

Some  likely  interim  uses  are  generally  known  at  this  time,  while  some  are  not.  All  potential  interim  uses 
would  primarily  involve  the  reuse  or  continued  use  of  existing  buildings  and  facilities.  For  example,  existing 
dwelling  units  could  be  leased  to  and  occupied  by  civilian  residents,  the  "canteen"  could  be  leased  to  and 
operated  by  a private  restauranteur,  airplane  hangars  would  continue  to  be  used  for  film  production,  a fire 
training  center  would  be  used  by  non-military  fire  personnel,  etc.  Some  facilities  could  require  renovation 
prior  to  leasing,  and  small  modifications  to  some  existing  buildings  are  anticipated. 

RE.MAB&&:  (Continued) 

Conditions  Report.  While  some  minor  modifications  to  existing  buildings  may  be  required  to  permit  their 
continued  useAaperation,  none  of  the  modifications  currently  contemplated  would  involve  noticeable  changes 
to  the  physical  environment,  such  as  demolition  or  new  construction  of  large  buildings,  utilities,  or  other 
infrastructure,  nor  would  they  affect  any  identified  historic  structures.  Existing  facilities  could  be  used  for 
special  events  from  time  to  lime,  such  as  meetings  or  conferences.  These  special  events  would  have  negligible 
or  no  permanent  effects  on  the  environment  due  to  their  infrequent  and  temporary  nature. 

While  most  military  activities  and  military  personnel  have  left  the  Island  since  1993,  the  Existing  Conditions 
Report  still  provides  a valid  baseline  for  analysis.  The  City  routinely  considers  recent  uses  (3-5  years  old)  as 
part  of  the  '‘existing"  baseline  for  environmental  analysis,  since  fluctuations  in  the  intensity  of  use  occur 
frequently  in  on  urban  environment,  and  are  generally  understood  as  permanent  only  after  some  time  has 
elapsed  (e  g.  after  3-5  yean).  Also,  since  the  Navy’s  presence  on  the  island  has  been  gradually  decreasing 
over  the  last  several  years,  defining  another  baseline  for  comparison  or  “snap  shot”  of  island  activities  would 
bd  extremely  difficult,  and  no  more  representative. 

Operation,  repair  and  maintenance  of  existing  facilities  are  categorically  exempt  from  review  under  the 
California  Environmental  Quality  Act  (CEQA),  as  are  modifications  to  smaller  structures  and  facilities,  and 
occasional  temporary  uses  (Class  1,  Class  3,  and  Class  4 « CEQA  Guidelines  Sections  15301,  15303,  and 
15304(c)).  Because  the  interim  use  of  Naval  Station  Treasure  Island  would  not  change  the  types  of  usestha: 
the  island  currently  or  recently  accommodated,  and  because  the  intensity  of  use  would  also  not  exceed 
amounts  currently  or  recently  experienced,  it  can  be  seen  with  certainty  that  there  is  no  possibility  that  the 
activity  in  question  may  have  a significant  effect  on  ihe  environment  (CEQA  Guidelines  Section  15061  (b)(3)). 
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To  ensure  that  activity  levels  do  not  exceed  amounts  documented  in  the  1995  Existing  Conditions  Report,  and 
to  ensure  that  physical  modifications  to  existing  facilities  do  not  exceed  normal  renovation  or  maintenance 
activities,  staff  of  the  Mayor's  Office  and  the  Planning  Department  actively  monitor  interim  lease  proposals. 
In  addition,  interim  leases  themselves  include  conditions  limiting  parking  and  access,  and  treasure  Island  staff 
have  agreed  to  report  monthly  to  the  San  Francisco  Planning  Department  regarding  peak  period  traffic  lo  and 
from  the  island  for  comparison  to  earlier  data. 


PLANNING  DEPARTMENT 

City  and  County  of  San  Francisco  1660  Mission  Street  San  Frandsco,  CA  94103-2414 

PLANNING  COMMISSION  ADMINISTRATION  CURRENT  P1ANN1NG/ZON1NG  LONG  RANGE  PLANNING 
FAXi5S»4409  FAX  SSSWlM  FAX'  33&M09  FAX  «SA-MZi 


CERTIFICATE  OF  DETERMINATION 
OF  EXEMPTION/EXCLUSION  FROM  ENVIRONMENTAL  REVIEW 

Project  Title:  |4QQ  Series  Houston  Reuse 

Location:  Treasure  Island  . , 

City  and  County:  Sffl.EtM.cjs £S2 : 1 

Description  of  Nature  and  Purpose  of  Project:  Proposed  reuse  of  approximately  204  existing  housing 

units  on  Treasure  Island.  Previous  occupancy  of  housing  was  by  Navy  personnel.  The  proposed  reuse 
would  involve  occupancy  by  civilians.  Some  renovation  work  to  bring  the  housing  units  up  to  various 
code  standards  is  proposed.  No  expansion  of  housing  is  proposed. 

Treasure  Island  Homeless  Development  Initiative 

EXEMPT  STATUS:  (Check  One) 

X Categorical  Exemption:  Classes  l,  l(a,  d) 

REMARKS:  The  proposed  project  involves  re-occupancy  of  approximately  204  existing  housing  units. 
No  change  of  use  would  occur  as  the  existing  housing  units  would  remain  in  use  as  housing.  Occupants 
would  change  from  Navy  personnel  to  civilians. 

Classes  1 and  1(a)  of  the  City's  list  of  Categorical  Exemptions  provides  an  exemption  generally  for  the 
minor  alteration  of  exisdng  public  or  private  structures  involving  negligible  or  no  expansion  of  use. 

Minor  alterations  and  the  re-occupancy  of  the  housing  units  by  civilians  would  qualify  for  an  exemption 
under  this  class.  Class  1 (d)  provides  an  exemption  generally  for  the  restoration  or  rehabilitation  of 
deteriorated  or  damaged  structures  to  meet  current  standards  of  public  health  and  safety.  The  proposed 
minor  alterations  to  bring  the  structures  up  to  code  standards  would  qualify  for  an  exemption  under  this 
class. 

Reuse  planning  for  all  of  Treasure  Island  is  ongoing  and  is  the  subject  of  ?n  EIS/EIR.  Any  major  changes 
in  exisdng  uses  would  be  covered  in  that  EIS/EIR.  For  the  above  reasons,  the  proposed  housing  reuse  is 
determined  to  be  Categorically  Exempt  from  environmental  review. 


Contact  Person:  DtAneWong  Telephone:  558-6322 


Date  of  Determination: 


cc:  RoImt  Pwimort 

Carol  Row 
Sponsor 
Bulletin  Bowd 
M,D  FyEwmptlon/Exdus.on  File 
GAWPS  l\CATEXtTTH3a.WPD 
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[Navy  Lease  of  585  Housing  Units  on  Treasure  Island  and  Related  Facilities] 

APPROVING  AND  AUTHORIZING  THE  EXECUTIVE  DIRECTOR  TO  EXECUTE  ON  THE 
AUTHORITY’S  BEHALF  A LEASE  WITH  THE  UNITED  STATES  NAVY  FOR  THE  FIRST  574 
OF  A TOTAL  OF  776  HOUSING  UNITS  ON  TREASURE  AND  YERBA  BUENA  ISLANDS  TO 
BE  SUBLEASED  TO  THE  JOHN  STEWART  COMPANY. 

WHEREAS,  On  May  2,  1997,  the  Board  of  Supervisors  passed  Resolution  No.  380-97, 
authorizing  the  Mayor’s  Treasure  Island  Project  Office  to  establish  a nonprofit  public  benefit 
corporation  known  as  the  Treasure  Island  Development  Authority  (the  “Authority”)  to  act  as  a 
single  entity  focused  on  the  planning,  redevelopment,  reconstruction,  rehabilitation,  reuse  and 
conversion  of  former  Naval  Station  Treasure  Island  (the  “Base”)  for  the  public  interest, 
convenience,  welfare  and  common  benefit  of  the  inhabitants  of  the  City  and  County  of  San 

j Francisco;  and, 

1 

WHEREAS,  Under  the  Treasure  Island  Conversion  Act  of  1997,  which  amended 
Section  33492.5  of  the  California  Health  and  Safety  Code  and  added  Section  2.1  to  Chapter 
1333  of  the  Statutes  of  1968  (the  “Act”),  the  California  legislature  (i)  designated  the  Authority 
as  a redevelopment  agency  under  California  redevelopment  law  with  authority  over  the  Base 
upon  approval  of  the  City’s  Board  of  Supervisors,  and,  (ii)  with  respect  to  those  portions  of  the 
Base  which  are  subject  to  the  Tidelands  Trust,  vested  in  the  Authority  the  authority  to 
administer  the  public  trust  for  commerce,  navigation  and  fisheries  as  to  such  property;  and, 

WHEREAS,  The  Tidelands  Trust  prohibits  the  sale  of  trust  property  into  private 
ownership,  generally  requires  that  Tidelands  Trust  property  be  accessible  to  the  public  and 
encourages  public-oriented  uses  of  trust  property  that,  among  other  things,  attract  people  to 
the  waterfront,  promote  public  recreation,  protect  habitat  and  preserve  open  space;  and, 
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WHEREAS,  In  order  to  facilitate  productive  reuse  and  job  creation  on  the  Base,  it  may 
be  beneficial  for  the  Authority  to  lease  or  license  property  from  the  Navy  and,  in  turn,  sublease 
or  sublicense  such  property  to  third-parties  or  use  such  property  for  municipal  purposes;  and, 
WHEREAS,  The  Authority  and  the  Navy  have  negotiated  the  terms  and  conditions  of  a 
lease  for  fifteen  years  for  the  use  of  the  first  574  of  a total  766  housing  units  on  the  Base  (the 
“Master  Housing  Lease”),  substantially  in  the  form  of  the  Master  Housing  Lease  attached  to 
this  Resolution  as  Exhibit  A,  for  use  in  connection  with  the  Authority’s  proposed  Sublease, 
Development  Marketing  and  Property  Management  Agreement  with  the  John  Stewart 
Company  (the  “JSC  Sublease”);  and, 

WHEREAS,  Among  other  things,  the  Master  Housing  Lease  provides  that  the  Authority 
may  lease  574  housing  units  on  the  Base  for  fifteen  years  for  residential  use;  and, 

WHEREAS,  As  contemplated  by  the  JSC  Sublease,  the  Authority  and  the  Navy  intend 
to  amend  the  Master  Housing  Lease  to  add  an  additional  192  housing  units  on  the  Base  upon 
the  completion  by  the  Navy  of  certain  environmental  remediation  work;  and, 

WHEREAS,  Under  the  Master  Housing  Lease,  the  Authority  is  not  required  to  pay  rent 
to  the  Navy,  however,  as  consideration  for  the  lease  of  the  premises  to  the  Authority,  the 
Authority  is  required  to  (i)  actively  market  the  Base,  (ii)  provide  protection  and  maintenance 
services  to  the  premises,  and  (iii)  upon  use  and  occupancy  of  the  premises  by  residential 
tenants,  pay  the  Navy  a Common  Services  Charge  equal  to  $0,050  Cents  per  square  foot  of 
interior  space  and  $0,003  per  square  foot  of  exterior  space,  per  month;  and, 

WHEREAS,  As  additional  consideration  under  the  Master  Housing  Lease,  the  Authority 
is  required,  subject  to  annual  appropriations  by  the  Board  of  Supervisors,  to  apply  certain  net 
revenues  generated  from  the  use  or  sublease  of  the  Premises  for  property  management 
services  on  the  Base  and  for  improvements  to  the  Base;  and 
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1 WHEREAS,  If  the  Board  of  Supervisors  elects  not  to  appropriate  such  net  revenues  for 

2 property  management  services  or  improvements  to  the  Base,  the  Navy  may  terminate  the 

3 Master  Housing  Lease,  but  such  termination  would  trigger  certain  special  indemnity 

4 obligations  of  the  Authority  to  the  John  Stewart  Company  under  the  JSC  Sublease;  and, 

5 WHEREAS,  In  connection  with  the  Master  Housing  Lease,  the  Authority  indemnifies 

6 and  holds  harmless  the  Navy  from  any  losses  or  claims  suffered  by  the  Navy  arising  out  of  the 

7 Authority’s  use  of  the  Premises;  Now,  therefore,  be  it 

8 RESOLVED,  That  the  Authority  hereby  approves  and  authorizes  the  Executive  Director 

9 to  enter  into  on  behalf  of  the  Authority  the  Master  Housing  Lease;  and,  be  it 

10  FURTHER  RESOLVED,  That  the  Authority  authorizes  the  Executive  Director  to  enter 

1 1 into  modifications  to  the  Master  Housing  Lease  (including,  without  limitation,  the  attachment  or 

12  modification  of  exhibits)  that  are  in  the  best  interests  of  the  Authority  and  the  City,  do  not 

13  materially  change  the  terms  of  the  Master  Housing  Lease,  and  are  necessary  and  advisable 

14  to  effectuate  the  purpose  and  intent  of  this  resolution. 

15 

1 6 CERTIFICATE  OF  SECRETARY 

1 7 / hereby  certify  that  I am  the  duly  elected  and  acting  Secretary  of  the  Treasure  Island 

1 8 Development  Authority,  a California  nonprofit  public  benefit  corporation,  and  that  the  above  Resolution 

1 9 was  duly  adopted  and  approved  by  the  Board  of  Directors  of  the  Authority  at  a properly  noticed 

20  meeting  on  January  20,  199. 

21 

-2  ! John  Elberling,  Secretary 

23  || 

I 

24 

25  ij 
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EXHIBIT  A 


Master  Housing  Lease 
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I.  Introduction 


This  report  evaluates  the  economic  implications  of  the  reuse  of  766  housing  units  on  the 
former  Naval  Station  Treasure  Island.  The  units  would  be  rehabilitated,  marketed,  and 
managed  under  the  terms  of  a proposed  Agreement  between  the  Treasure  Island 
Development  Authority  ("Authority")  and  the  John  Stewart  Company  ("JSC"),  a private 
development  company. 

Economic  and  Planning  Systems,  Inc.,  (EPS)  was  retained  by  the  Authority  to  assist  with 
the  preparation  of  business  terms.  EPS's  objective  was  to  ensure  that  the  Project 
maximizes  the  returns  to  the  Authority,  and  to  review  the  reasonableness  of  the  fees  and 
returns  on  investment  earned  by  JSC.  EPS  conducted  an  independent  review  of  the 
proposed  costs  and  revenues  associated  with  Project  pro  formas,  analyzed  and  tested 
proposed  business  terms,  and  helped  write  sections  of  the  Agreement.  EPS's  review 
draws  upon  industry  sources,  including  survey-based  data  produced  by  the  Urban 
Land  Institute  and  by  the  Institute  of  Real  Estate  Management,  and  EPS's  experience 
with  other  residential  development  projects  in  the  Bay  Area  and  California. 

Rehabilitating  and  leasing  the  residential  units  pose  unique  challenges  and  risks. 
Seismic-related  costs,  access  constraints  on  the  Bay  Bridge,  lack  of  commercial  services, 
significant  infrastructure  and  building  upgrade  costs.  Navy  ownership,  and  relative 
isolation  from  San  Francisco  are  some  of  the  factors  that  contribute  to  the  risks  and 
difficulties  of  financing  development  activity  on  Treasure  Island.  The  terms  of  the 
Agreement  provide  mechanisms  for  addressing  these  risks  in  order  to  provide  a 
financially  viable  project  for  the  private  developer,  while  still  generating  substantial 
returns  to  the  Authority. 
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II.  Projected  Cash  Flows 


The  Agreement  encompasses  766  basewide  housing  units.  A total  of  585  units,  referred 
to  as  "Phase  1"  units,  are  available  immediately  to  the  Authority  from  the  Navy  under 
the  terms  of  a Master  Lease.  An  additional  181  units  require  that  remediation  work  be 
completed,  but  it  is  anticipated  that  these  units  will  be  available  to  the  Authority  and 
JSC  by  August  of  1999  (the  "Phase  2"  units).  If  the  Phase  2 units  are  delayed,  the 
Agreement  includes  a provision  to  extend  the  term  of  the  agreement  accordingly.  These 
extensions  and  Base  Rent  adjustments  would  help  enable  JSC  to  recoup  its  anticipated 
investments  in  case  of  delays  or  other  adverse  events. 


REVENUES 

The  anticipated  rents  are  less  than  San  Francisco  rents  for  a similar  size  unit;  however, 
the  lack  of  commercial  services,  among  other  factors,  would  justify  the  differential.  The 
rental  rates  would  be  established  by  the  Authority  for  each  unit1  and  would  average 
approximately  30  percent  of  100  percent  of  Area  Median  Income.  For  example,  a two- 
bedroom  unit  would  rent  for  $1,540  per  month  including  utilities.  While  various  market 
studies  and  research  postulate  that  the  rents  are  achievable  on  Treasure  Island  given  the 
various  limitations  such  as  lack  of  services  and  access  constraints,  market  demand  is 
untested  and  rents  could  be  lower  than  projected.  Average  vacancies  are  projected  to  be 
seven  percent. 


EXPENDITURES 

Figure  1 shows  the  projected  use  of  funds.  Generally,  the  operating  expenses  are  in  line 
with  industry  averages  for  market  rate  rental  projects,  with  certain  notable  exceptions. 
Utility  costs  charged  by  the  City's  Public  Utility  Commission  for  Treasure  Island,  for 
example,  are  higher  than  in  other  locations,  and  expenditures  also  include  a Common 
Area  Maintenance  ("CAM")  charge  imposed  by  the  Navy. 

Other  expenditures  include  the  funding  of  a Replacement  Reserve  Account,  payment  of 
rent  to  the  Authority,  reimbursement  to  JSC  for  the  cost  of  rehabilitation  work  and  start- 
up costs,  and  payment  of  management  and  leasing  fees  to  JSC.  Cash  remaining,  after  all 
other  disbursements,  is  then  shared  between  the  Authority  and  JSC,  with  the  Authority 
retaining  93  percent  or  more.  These  distributions  to  the  Authority  and  JSC  are  described 
in  greater  detail  in  the  following  chapters. 


1 Sec.  7.4,  and  Exhibit  J of  the  Agreement 
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Figure  1 

Treasure  Island  Housing  Project 

Total  Uses  of  Project  Income 
(Assuming  Lease  Execution  on  March  1,  1999) 
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III.  Financial  Returns  to  the  Authority 


Table  1 summarizes  the  seven-year  total  returns  to  the  Authority.  The  returns  will 
increase  upon  completion  of  construction  and  leaseup  around  month  sixteen,  and  will 
again  increase  after  the  cost  of  work  is  fully  reimbursed,  anticipated  to  occur  by  the  end 
of  the  third  year.  In  the  sixth  and  seventh  years,  the  Authority's  share  of  revenue  after 
all  other  reimbursements  increases  from  93  percent  to  94  percent  and  95  percent, 
respectively,  and  the  Base  Rent  increases. 

Table  1 

Summary  of  Total  Returns  and  Payments  to  Authority  over  Seven  Years 

Item 

Seven-Yr 

Total 

Description 

Comments 

Percentage  Rent 
Special  Percentage  Rent 

$0.6  mill. 

93% 

Paid  during  initial  18 

Share  of  Gross  Revenues  after 
all  other  disbursements; 
balance  retained  by  JSC 

Percentage  Rent 

$46.4  mill. 

93%  yrs  1-5 

months  from  10%  of 
gross  after  all  dis- 
bursements before 
payment  of  Cost  of 
Work. 

Paid  following  initial 

Subtotal 

(less)  TIHDI  Share 

$47.0  mill. 
$3.3  mill. 

94%  yr  6 
95%  yr  7 

18  months  from  100% 
of  gross  after  all 
disbursements  and 
after  reimbursement 
of  Cost  of  Work. 

40%  to  50%  of  Auth- 

not including  interest  charges 

Base  Rent 

$3.0  mill.* 

annual: 
$200,000  yr  1 

ority's  Percentage 
Rent  from  TIHDI 
share  of  total  units 
(112  units  yrs  1-5, 153 
units  yrs  6-7). 

^Adjusted  by  CPI. 

TOTAL 

$46.7  mill. 

$400,000  yr  2-3 
$450,000  yr  4 
$500,000  yr  5-7 
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AUTHORITY  OBLIGATIONS 

The  Authority  has  no  obligation  for  the  costs  of  rehabilitation  or  operation;  all  costs  will 
be  funded  by  JSC,  with  repayment  from  cash  flow  from  the  project.  In  the  event  that  the 
Authority  defaults  on  its  public  service  obligations  or  causes  termination  of  the  Master 
Lease,  the  Authority  will  be  responsible  for  outstanding  balances  due  to  JSC,  including 
Developer  Fees  and  other  fees.2 

The  Authority  will  be  responsible  for  providing  (or  "causing  to  be  provided")  standard 
utilities  and  services,  including  gas,  electricity,  water,  and  sewage  services.3  In  addition, 
the  Authority  will  make  efforts  to  ensure  that  other  services,  such  as  telephone  and 
cable  television,  are  available.  The  Authority  will  also  provide  other  public  services 
including  street  services  (road  maintenance,  street  lighting,  etc.)  and  public  protection 
(police  and  fire),  including  a presence  at  one  or  more  major  entry  points  to  the  base. 


RENTAL  INCOME4  TO  THE  AUTHORITY 

During  the  initial  construction  and  leaseup  period,  rental  revenues  to  the  Authority  will 
be  minimal.  In  the  initial  18-month  period  the  majority  of  the  revenues,  after  operating 
expenses,  will  be  applied  towards  construction  and  start-up  costs.  However,  the 
Authority  will  still  receive  Base  Rent  and  Percentage  Rent  during  this  period  (about  $1.6 
million),  which  will  be  essential  to  help  offset  the  loss  of  the  Cooperative  Agreement 
Payments  beginning  in  fiscal  year  1999-2000.  Following  "substantial  completion,"  or 
month  eighteen  (whichever  occurs  first),  JSC  reimbursements  for  costs  of  work  are 
significantly  reduced.  The  Authority's  revenue  jumps  to  over  $5.5  million  annually  by 
full  leaseup,  which  is  expected  by  month  eighteen. 

After  year  three,  the  costs  of  work  and  initial  start-up  costs  should  be  fully  repaid,  and 
rent  to  the  Authority  will  be  available  to  make  a substantial  contribution  to  the  costs  of 
services  and  to  needed  infrastructure  improvements.  For  example,  in  year  five,  annual 
rent  to  the  Authority  will  total  approximately  $10.1  million.  Over  the  seven-year  term, 
the  rent  totals  approximately  $46.7  million  after  the  sharing  of  revenues  with  TIHDI  (see 
below).  Figure  2 and  Figure  3 illustrate  the  annual  and  cumulative  revenues  to  the 
Authority  over  time. 


2 Sec.  22.2 

3 Sec.  10 

4 Sec.  15 
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Figure  2 

Treasure  Island  Housing  Project 

Base  and  Percentage  Rent  to  Treasure  Island  Development  Authority 
(by  Fiscal  Year  assuming  Lease  Execution  on  March  1,  1999) 
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Includes  special  percentage  rent  in  months  1-  18. 


Figure  3 

Treasure  Island  Housing  Project 

Cumulative  Base  Rent  and  Percentage  Rent 
to  Treasure  Island  Development  Authority  over  Lease  Term 
(assuming  Lease  Execution  on  March  1,  1999) 
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Includes  special  percentage  rent  in  months  1-  18. 
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Following  is  a summary  of  the  components  of  rent: 

Base  Rent  — This  rent  increases  from  $400,000  to  $500,000  per  year,  adjusted  by  the  CPI. 
The  initial  year  rent  is  set  at  $200,000  to  reflect  the  significantly  lower  unit  lease 
revenues  anticipated.  Base  Rent  is  paid  before  any  other  expenses  or  disbursements.  To 
the  extent  that  the  number  of  rentable  units  is  less  then  the  anticipated  766  units,  the 
Base  Rent  would  be  adjusted  proportionately.5 

Percentage  Rent  — The  Authority  will  receive  93  percent  of  gross  revenues  after 
payment  of  all  other  expenses  and  disbursement,  including  reimbursement  to  JSC  for 
the  costs  of  work,  fees,  and  any  advanced  funds  (e.g.,  for  start-up  costs  and/or  initial 
operating  shortfalls).  The  percentage  will  increase  after  year  five;  the  percentage  will 
grow  to  94  percent  and  95  percent  in  years  6 and  7,  respectively. 

Special  Percentage  Rent  — During  the  construction  period,  the  Authority  receives  a 
share  of  gross  proceeds  after  other  disbursements  but  before  payment  to  JSC  for  the 
costs  of  rehabilitation  work.  This  provision  recognizes  the  Authority's  need  for  cash 
flow  during  the  initial  years  of  the  project,  while  also  providing  for  the  repayment  of  the 
costs  of  work  and  reducing  the  maximum  amount  of  reimbursements  outstanding  at 
any  point  in  time.  In  the  event  that  residential  lease  revenues  are  less  than  the 
forecasted  30  percent  of  10  percent  of  Area  Median  Income  (“AMI"),  the  Special 
Percentage  Rent  is  reduced  proportionately  to  zero  if  actual  lease  revenues  decline  to  80 
percent,  or  less,  of  the  projections.6 


RENT  SHARING  WITH  TIHDI 

The  City's  Board  of  Supervisors  endorsed  an  agreement  (the  “TIHDI  Agreement")  with 
the  Treasure  Island  Homeless  Development  Initiative  (“TIHDI").  The  TIHDI 
Agreement  gave  TIHDI  the  right  to  lease  up  to  375  units  (41  of  the  YBI  units  are  to  be 
available  to  the  Authority  for  the  first  five  years).  TIHDI  subsequently  allowed  the 
Authority  to  use  up  to  112  TIHDI  units.  TIHDI  would  be  paid  40  percent  of  the  net 
revenues  generated  by  the  112  units.  In  addition,  after  year  five,  TIHDI  would  share  in 
50  percent  of  revenues  from  the  41  YBI  units. 


"LOWER  RENT"  SCENARIO 

A sensitivity  analysis  tested  the  effects  of  rental  rates  at  80  percent  of  projected  levels  to 
estimate  a “downside"  scenario.  The  Authority's  total  returns  could  be  reduced  to  $30.2 
million  over  seven  years  if  market  demand  is  less  favorable  than  projected.  While 
housing  demand  is  strong  in  San  Francisco  and  the  Bay  Area,  constraints  unique  to 
Treasure  Island  and  its  untested  residential  market  create  risks  that  rental  rates  and/ or 
the  pace  of  leaseup  could  be  lower  than  assumed. 


5 Sec.  15.8(a)(v) 

6 Sec.  13.1(e) 
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IV.  Financial  Investments  and  Returns  to  JSC 


Table  2 summarizes  the  returns  and  payments  to  JSC  for  its  investment  and  services. 
The  projected  amounts  are  based  on  the  terms  and  assumptions  described  below  and 
are  also  detailed  in  the  Agreement  and  its  exhibits. 


JSC  INVESTMENTS 

JSC  will  rehabilitate  the  residential  units  at  a total  cost  estimated  at  $11.1  million 
including  start-up  costs.  The  estimate  is  based  on  a review  of  the  condition  of 
individual  buildings  and  units.  JSC  is  required  to  achieve  a minimum  rate  of 
completion  of  at  least  forty  units  per  month;7  a projected  average  of  55  units  per  month 
should  result  in  completion  within  about  eighteen  months  (including  leaseup). 

JSC  will  be  responsible  for  funding  all  of  the  costs  of  the  work.  The  costs  of  the  work 
would  be  repaid  from  project  revenues  during  the  first  three  years  of  the  term.  During 
the  construction  period,  or  first  18  months,  all  net  revenue  (after  payment  of  base  rent, 
special  percentage  rent,  and  operating  expenses)  is  applied  to  help  pay  construction 
costs.  After  revenues  are  applied  to  construction  costs  during  this  period,  the  maximum 
outstanding  balance  owed  to  JSC  would  be  $5.8  million.  Once  construction  is  complete, 
or  after  the  18th  month  (whichever  occurs  first),  remaining  unreimbursed  costs  are 
spread  evenly  and  paid  over  the  remaining  18  months.8  Unreimbursed  costs  would  be 
tracked  in  a "Ledger  Account"9  and  would  grow  at  a nine  percent  annual  rate,  which  is 
comparable  to  a conventional  cost  of  funds  for  real  estate  financing.  Figure  4 illustrates 
the  change  in  the  Ledger  Account  over  the  initial  36  months  compared  to  project 
revenues. 


SHARE  OF  CASH  FLOW 

JSC  will  share  in  cash  flow  remaining  after  all  other  expenditures,  including  base  rent  to 
the  Authority,  operating  expenses,  replacement  reserves,  and  percentage  rent  to  the 
Authority.  The  sharing  of  cash  flow  helps  provide  a performance  incentive  to  JSC; 
however,  the  Authority  receives  the  majority  of  the  remaining  cash  flow,  since  JSC 
retains  seven  percent  or  less.  The  percentage  of  remaining  cash  flow  retained  by  JSC 
declines  in  year  six  to  six  percent,  then  to  five  percent  in  year  seven.  This  declining 
share  still  provides  a fair  return  and  incentive  to  JSC,  but  limits  the  potential  for 
"windfall"  profits,  as  lease  revenues  are  likely  to  continue  to  grow  and  generate  greater 
revenues  over  time,  without  any  additional  investment  or  services  on  the  part  of  JSC. 


7 Sec.  4.4 

8 Sec.  13.1(h) 

9 Sec.  13.2 
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The  returns  to  JSC  from  the  sharing  of  cash  flow,  when  included  with  the  returns  to  the 
funding  of  the  costs  of  rehabilitation  work  and  initial  operations,  provide  an  overall 
annual  return  of  approximately  19  percent.  As  described  below,  any  number  of  factors 
could  occur  that  would  reduce  the  overall  returns  to  less  than  12  percent.  The  potential 
returns  are  reasonable  for  residential  development,  particularly  a relatively  short-term 
project  such  as  this  one  with  the  complexity  and  risks  it  presents,  by  comparison  to 
more  conventional  developments.  EPS  is  negotiating  with  a private  residential 
developer  on  another  base  project  in  California  in  which  the  developer  requires  a 20 
percent  rate  of  return. 


Table  2 

Summary  of  Total  Returns  and  Payments  to  JSC  over  Seven  Years 


Item 

Seven-Yr 

Total 

Description 

Comments 

Cost  of  Work 

growth  in  unreimbursed 
balance 

$0.8  mill. 

9%  on 

unreimbursed 

balance 

In  addition  to 
reimbursement  for  cost  of 
work 

Share  of  Gross  Revenues 

After  all  other  disbursements 

$3.2  mill. 

7%  yrs  1-5 
6%  yr  6 
5%  yr  7 

After  93%  to  95% 
Percentage  Rent  paid  to 
the  Authority 

Fees 

Developer  Fee 
Marketing  / Leasing 
Management 
Subtotal 

$1.0  mill. 
$0.1  mill. 
$2.7  mill. 
$3.8  mill. 

$175 /unit 
3%  of  gross 

Paid  over  48  months; 
Paid  if  80%  total  occ'y; 
Mngmnt.  fees  are  capped 
at  $400,000 /year  (with 
CPI  adjustment) 

DEVELOPMENT  SERVICES 

JSC  will  receive  a developer  fee  for  managing  the  development  process.10  The  fee  is 
approximately  10  percent  of  the  total  cost  of  the  work,  although  payment  of  the  fee  is 
spread  equally  over  the  initial  four  years  of  the  lease,  effectively  reducing  the  present 
value  of  the  fee  to  about  eight  percent.  The  fee  is  within  a reasonable  range  for  a project 
of  this  nature  and  complexity. 
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Figure  4 

Treasure  Island  Housing  Project 

Cumulative  Rent  to  City  and 
Balance  in  Ledger  Account 
(Lease  Execution  on  March  1,  1999) 
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Includes  special  percentage  rent  in  months  1-  18. 
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MARKETING  & LEASING  FEES 

JSC  will  be  responsible  for  marketing  and  leasing  of  units  to  categories  of  preferred 
tenants.11  About  40  to  55  units  per  month  are  expected  to  be  leased.  JSC  would  be  paid 
a one-time  marketing  and  leasing  fee  as  units  are  leased.12  The  fees  are  contingent  upon 
at  least  80  percent  of  total  rentable  units  being  leased,  to  help  ensure  a minimum  level  of 
leasing  performance. 


MANAGEMENT  FEES 

JSC  will  be  responsible  for  on-going  marketing  and  leasing,  as  well  as  the  management, 
maintenance,  and  repair  of  the  766  units.  A management  fee  will  be  paid  to  JSC  for 
these  services  equal  to  three  percent  of  gross  revenues,  up  to  a maximum  of  $400,000  per 
year  (adjusted  for  CPI);  during  the  first  year,  a minimum  of  $5,000  per  month  will 
apply.13  It  is  likely  that  the  cap  on  management  fees  would  be  reached,  effectively 
reducing  the  total  fees  to  2.7  percent  of  gross  revenues. 


"LOWER  RENT"  SCENARIO 

Due  to  the  uncertainties  and  risks  associated  with  the  Project,  a sensitivity  analysis 
tested  the  effects  of  rental  rates  at  80  percent  of  projected  levels  to  estimate  the  effects  of 
one  possible  "downside"  scenario.  JSC's  returns  could  be  reduced  to  11  percent  to  12 
percent  if  market  demand  is  less  favorable  than  projected,  even  after  adjusting  the 
Special  Percentage  Rent  downwards,  as  called  for  by  the  Agreement.  Other  factors 
could  contribute  to  less  favorable  returns  as  well,  including  delays  in  the  Navy's 
delivery  of  Phase  II  units,  slower  than  anticipated  absorption,  increased  rehabilitation 
and/ or  operating  costs,  or  other  factors  that  can't  be  predicted  at  this  time.  This  range 
of  downside  risks  justifies  the  projected  returns  to  JSC. 


Sec.  6 and  7,  and  Exhibit  H 
Sec.  7.6 
Sec.  8.6 
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All  correspondence  in  connection  with 
this  contract  should  include  reference  to: 


LEASE 

BETWEEN 

THE  UNITED  STATES  OF  AMERICA 
AND 

TREASURE  ISLAND  DEVELOPMENT  AUTHORITY 


THIS  LEASE,  made  as  of  this day  of , 1998  is  by  and  between  THE 

UNITED  STATES  OF  AMERICA,  acting  by  and  through  the  Department  of  the  Navy,  herein 
called  Governments  and  TREASURE  ISLAND  DEVELOPMENT  AUTHORITY,  a non- 
profit public  benefit  corporation,  herein  called  “Lessee”; 

WITNESSETH: 

WHEREAS,  Government  has  declared  certain  real  and  personal  property,  as  more  particularly 
described  as  the  Leased  Premises  in  Paragraph  1 , surplus  at  the  Naval  Station  Treasure  Island, 
San  Francisco,  California,  (the  “Installation”),  and  Lessee  has  identified  an  immediate  need  to 
use  such  real  and  personal  property;  and 

WHEREAS,  the  Secretary  of  the  Navy,  pursuant  to  the  provisions  of  10  U.S.C.  § 2667  (f)(1), 
has  determined  that  this  Lease  will  facilitate  state  and  local  economic  adjustment  efforts  pending 
final  disposition  of  the  Leased  Premises;  and 

WHEREAS,  the  Secretary  of  the  Navy,  pursuant  to  10  U.S.C.  § 2667  (f)(2)  has  determined  that 
a public  interest  will  be  served  as  a result  of  this  Lease,  the  fair  market  value  of  the  Lease  is 
either  unobtainable  or  not  compatible  with  such  public  benefit,  and  consequently,  consideration 
for  this  Lease  will  be  at  less  than  fair  market  value;  and 

WHEREAS,  the  Secretary  of  the  Navy,  after  consultation  with  the  Environmental  Protection 
Agency  Administrator  has  determined  that  the  Leased  Premises  is  suitable  for  lease,  and  the  uses 
contemplated  for  the  Lease  are  consistent  with  protection  of  human  health  and  the  environment; 
and 

WHEREAS,  Lessee  is  recognized  by  the  Secretary  of  the  Defense,  through  the  Office  of 
Economic  Adjustment,  as  the  local  redevelopment  authority  with  the  responsibility  for  the 
redevelopment  of  the  Installation;  and 

WHEREAS,  Lessee  is  a municipal  corporation,  created  and  organized  under  the  laws  of  the 
State  of  California,  with  the  power  to  acquire,  lease  and  dispose  of  federal  military  installations, 
and  Lessee  desires  to  enter  into  this  Lease  to  further  reuse  efforts  at  the  Installation. 

NOW  THEREFORE,  in  consideration  of  the  terms,  covenants,  and  conditions  set  forth  in  this 
Lease,  Government  and  Lessee  hereby  agree  as  follows: 


■ 


All  correspondence  in  connection  with 
this  contract  should  include  reference  to: 


1 LEASED  PREMISES: 

Subject  to  the  terms  and  conditions  of  this  Lease,  Government  does  hereby  lease,  rent,  and 
demise  to  Lessee,  and  Lessee  does  hereby  hire  and  rent  from  Government,  574  housing  units 
(843,502  square  feet  of  building  space)  and  176  garage  units  (38,080  square  feet  of  building 
space)  listed  below,  located  on  Treasure  Island,  all  comprising  approximately  1,095,867  square 
feet  of  land  (25.16  acres),  areas  as  shown  on  Exhibit  A,  attached  hereto,  together  with  all 
improvements  and  all  personal  property  described  in  Exhibit  B attached  hereto,  and  all  rights  of 
ingress  and  egress  to  such  real  property  (together,  the  “Leased  Premises'’). 

HOUSING 


BUILDING 

SOUARE 

NO.  OF 

BUILDING 

SOUARE 

NO.  OF 

NO. 

77  UNITS: 

FOOT 

UNITS 

NO. 

FOOT 

UNITS 

1101 

10,240 

8 

1137 

4,992 

4 

1102 

10,240 

8 

1141 

7,680 

6 

1103 

8,460 

6 

1143 

7,680 

6 

1104 

8,460 

6 

1237 

9,240 

6 

1105 

10,112 

8 

1238 

9,240 

6 

1106 

5,160 

4 

1239 

11,880 

8 

1107 

8,070 

6 

1240 

9,240 

6 

1108 

5,160 

4 

1241 

9,240 

6 

1109 

8,070 

6 

1242 

9,240 

6 

1110 

4,992 

4 

1243 

8,704 

6 

mi 

5,160 

4 

1245 

9,240 

6 

1112 

4,992 

4 

1247 

9,240 

6 

1113 

11,020 

8 

1249 

9,240 

6 

1114 

5,160 

4 

1250 

9,240 

6 

1115 

10,240 

8 

1253 

9,240 

6 

1116 

7,680 

6 

1301 

6,936 

4 

1118 

5,160 

4 

1302 

10,404 

6 

1120 

5,160 

4 

1303 

10,404 

6 

1122 

7,680 

6 

1304 

10,404 

6 

1124 

7,680 

6 

1305 

6,936 

4 

1126 

11,020 

8 

1306 

10,404 

6 

1128 

4,992 

4 

1308 

10,404 

6 

1129 

10,630 

8 

1310 

10,404 

6 

1131 

7,680 

6 

1312 

10,404 

6 

1133 

11,020 

8 

1314 

6,936 

4 

1135 

10,240 

8 

1316 

10,404 

6 

2 


NO. 

1318 

1400 

1401 

1402 

1404 

1147 

1149 

1201 

1202 

1203 

1204 

1205 

1208 

1210 

1212 

1214 

1216 

1217 

1218 

' I UNI1 

300 

301 

302 

JILDIN 

NO. 

1201X 

1202X 

1202Y 

1203X 


All  correspondence  in  connection  with 
this  contract  should  include  reference  to: 


HOUSING  (continued) 


SQUARE  NO.  OF  BUILDING  SQUARE  NO.  OF 

FOOT  UNITS  NO.  FOOT  UNITS 


10,404 

6 

1219 

9,240 

6 

9,390 

6 

1221 

9,240 

6 

9,390 

6 

1223 

9,240 

6 

9,390 

6 

1226 

11,880 

8 

9,390 

6 

1233 

9,240 

6 

11,020 

8 

1235 

8,704 

6 

4,992 

4 

1411 

9,390 

6 

9,240 

6 

1413 

9,390 

6 

9,240 

6 

1418 

9,390 

6 

5,220 

4 

1420 

9,390 

6 

9,240 

6 

1430 

9,390 

6 

8,704 

6 

1431 

9,390 

6 

9,240 

6 

1436 

9,390 

6 

6,720 

4 

1437 

9,390 

6 

9,240 

6 

1438 

9,390 

6 

9,240 

6 

1439 

9,390 

6 

11,880 

8 

1444 

9,390 

6 

9,240 

6 

1449 

9,390 

6 

9,240 

6 

11,392  8 

303 

5,952 

4 

11,392  8 

303 

5,952 

4 

11,904  8 

304 

11,904 

8 

TOTAL 

843,502 

574 

GARAGES 


SOUARE 

FOOT 

VEHICLES 

BUILDING 

NO. 

SOUARE 

FOOT 

VEHICLES 

1,260 

6 

1204X 

460 

2 

460 

2 

1204Y 

860 

4 

860 

4 

1205X 

460 

2 

860 

4 

1205Y 

860 

4 

3 


All  correspondence  in  connection  with 
this  contract  should  include  reference  to: 


GARAGES  (continued) 


BUILDING 

SOUARE 

VEHICLES 

BUILDING 

SOUARE 

VEHICLES 

NO. 

FOOT 

NO. 

FOOT 

1208X 

1,260 

6 

1219X 

1,260 

6 

1226Y 

860 

4 

1221X 

1,260 

6 

1233X 

860 

4 

1223X 

460 

2 

1233Y 

460 

2 

1223Y 

860 

4 

1235X 

860 

4 

1226X 

860 

4 

1235Y 

460 

2 

1239X 

860 

4 

1237X 

460 

2 

1239Y 

860 

4 

1237Y 

860 

4 

1240X 

1,260 

6 

1238X 

860 

4 

1241X 

460 

2 

1238Y 

460 

2 

1241 Y 

860 

4 

1210X 

860 

4 

1242X 

1,260 

6 

1212X 

460 

2 

1243X 

460 

2 

1212Y 

860 

4 

1243Y 

860 

4 

1214X 

460 

2 

1245X 

1,260 

6 

1214Y 

860 

4 

1247X 

1,260 

6 

1216X 

860 

4 

1249X 

460 

2 

1216Y 

860 

4 

1249Y 

860 

4 

1217X 

860 

4 

1250X 

860 

4 

1217Y 

460 

2 

1250Y 

460 

2 

1218X 

860 

4 

1218Y 

460 

2 

TOTAL 

38,080 

176 

2.  TERM: 


The  term  of  this  Lease  shall  be  for  a period  of  fifteen  (15)  years  beginning  on 

and  ending  on , unless  sooner  terminated  in  accordance 

with  the  provisions  of  Paragraph  14,  Termination. 

3.  CONSIDERATION: 

3.1  As  consideration  for  this  Lease,  Lessee  agrees  to  (i)  actively  market  the  Installation 
and  attempt  to  sublease  those  portions  of  the  Leased  Premises  which  are  suitable  for  subleasing, 
(ii)  provide  protection  and  maintenance  to  the  extent  described  in  Paragraph  1 2 for  those  portions 
of  the  Leased  Premises  which  are  or  have  been  during  the  term  of  this  Lease  used  or  occupied  by 
Lessee  or  subleased  by  Lessee  to  another  and  (iii)  pay  Government  the  Common  Services  Charge 
described  in  Sections  3.1.2  and  3.1.3  below. 


' 


All  correspondence  in  connection  with 
this  contract  should  include  reference  to: 


3.1.1  As  additional  consideration,  subject  to  annual  appropriations  by  Lessee’s 
Board  of  Supervisor's,  Lessee  shall  apply  any  Revenue  (as  defined  herein)  received  from 
subleasing  the  Premises  as  follows:  first,  to  reimburse  itself  for  marketing  and  property 
management  expenses  incurred  by  Lessee;  and  second,  for  expenses  incurred  by  Lessee  for 
improvements  to  the  Installation.  If  sufficient  funds  for  the  purposes  described  in  this  Section 

3.1.1  are  not  appropriated  for  any  reason  in  any  fiscal  year  of  Lessee  after  the  fiscal  year  in  which 
the  Term  of  this  Lease  commences,  then  Government  may  terminate  this  Lease,  without  liability, 
upon  thirty  (30)  calendar  days  written  notice. 

“Revenue”  as  referred  to  herein  means  rental  income  and  any  other  miscellaneous 
income  derived  from  the  subletting  of  the  Leased  Premises  less  (i)  sales  tax,  use  and  occupancy 
tax,  franchise  tax  and  any  other  taxes,  building  fees,  planning  fees  and  inspection  fees  related  to 
the  use  and  occupancy  of  the  Leased  Premises,  and  (ii)  Lessee’s  cost  of  operating,  maintaining, 
protecting  and  repairing  the  Leased  Premises  including,  without  limitation,  any  Common 
Services  Charges  paid  to  Government  pursuant  to  this  Section  3.1. 

3.1.2  Lessee  shall  be  responsible  for  paying  the  cost  of  services  incurred  by 
Government  and  provided  for  the  benefit  of  Lessee  and  Sublessees  as  described  and  in  the 
amount  set  forth  in  Paragraph  3.1.3  (the  “Common  Services  Charge”).  Lessee  shall  pay 
Government  the  Common  Services  Charge  on  the  first  day  of  each  month. 

3.1.3  The  Common  Services  Charge  will  be  calculated  as  follows: 

(1)  $0,050  per  square  foot  per  month  of  occupied  building  space  used  or  occupied  by 
Lessee;  or  if  subleased  by  Lessee  to  another,  $0,050  per  square  foot  per  month  of  building  space 
used  or  occupied  by  residential  tenants  of  any  Sublessee; 

(2)  $0,003  per  square  foot  per  month  of  land  area  used  or  occupied  by  Lessee  or 
subleased  by  Lessee  to  another. 

The  Common  Services  Charge  may  be  revised  by  Government  and  Lessee  on  an  annual 
basis,  or  at  other  times  only  upon  mutual  agreement  of  Government  and  Lessee  or  as  required  by 
Section  3.1.4  below. 

“Common  Services”  for  the  purpose  of  the  Common  Services  Charge  shall  include,  but 
are  not  limited  to:  fire  fighting;  general  perimeter  security  (this  does  not  include  security  of  those 
portions  of  Leased  Premises  which  are  (1)  used  or  occupied  by  Lessee,  (2)  subleased  by  Lessee 
to  another);  causeway  operations,  maintenance  and  repair;  maintenance  and  repair  of  roads, 
streets,  sidewalks,  curbs  and  gutters;  operation,  maintenance  and  repair  of  street  lighting,  street 
signals  and  signage;  operation,  maintenance  and  repair  of  storm  sewer;  pest  control,  and  general 
administration  of  these  services.  Nothing  in  this  Lease  commits  Government  to  continue  to 
provide  Common  Services  referenced  herein. 
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All  correspondence  in  connection  with 
this  contract  should  include  reference  to: 


3.1.4  If  and  to  the  extent  Government  reduces,  modifies  or  ceases  to  provide  all 
or  portion  of  the  Common  Services  described  herein  or  to  the  extent  Lessee  assumes  the 
responsibility  for  such  Common  Services  pursuant  to  a cooperative  agreement  or  other 
agreement  with  Government,  the  Common  Services  Charge  shall  be  proportionately  reduced,  to 
an  amount  mutually  agreed  upon  by  Government  and  Lessee,  so  that  at  all  times  during  the  term 
of  this  Lease  the  amount  of  the  Common  Services  Charge  shall  accurately  and  in  substantially 
the  same  proportion  as  provided  herein  reflect  the  costs  of  Government  in  providing  such 
Common  Services. 

3.1.5  If  the  Government  expects  to  incur  any  unanticipated  costs  which  are 
specifically  attributable  to  an  action  or  inaction  of  the  Lessee,  its  Sublessees,  or  assigns,  the 
Lessee  and  the  Government  shall  meet  and  confer  on  ways  to  avoid  or  mitigate  such  costs  and,  if 
the  costs  can  not  be  entirely  avoided,  the  Lessee  and  Government  shall  mutually  determine  the 
amount  that  Lessee  shall  pay  from  revenue  in  addition  to  the  Common  Services  Charge  to  defray 
those  costs  that  cannot  be  avoided  or  mitigated.  If  the  Lessee  and  Government  are  unable  to 
reach  agreement  on  a way  to  avoid  or  mitigate  the  unanticipated  costs  or  the  amount  of 
compensation  that  the  Lessee  shall  pay  to  the  Government  to  defray  such  costs,  their  dispute 
shall  be  resolved  in  accordance  with  the  provisions  of  Paragraph  23  of  this  Lease. 

3.2  Consistent  with  standard  accounting  practices  for  tax  purposes,  Lessee  shall  keep 
adequate  records  and  books  of  account  showing  the  actual  cost  to  it  of  all  items  of  labor, 
material,  equipment,  supplies,  services  and  other  items  of  cost  incurred  by  it  directly  in  the 
performance  of  any  item  of  work  or  service  in  the  nature  of  marketing  and  management;  the 
repair,  restoration,  protection  and  maintenance  of  Leased  Premises  which  is  required  by 
Paragraph  12;  or  otherwise  approved  or  directed  by  Government.  Lessee  shall  provide 
Government  with  access  to  such  records  and  books  of  account  and  proper  facilities  for  inspection 
thereof  at  all  reasonable  times. 

4.  USE  OF  LEASED  PREMISES: 

4.1  The  Leased  Premises  may  be  used  and  operated  by  Lessee  for  residential  purposes. 
Lessee  understands  and  acknowledges  that  this  is  not  and  does  not  constitute  a commitment  by 
Government  with  regard  to  the  ultimate  disposal  of  Leased  Premises,  in  whole  or  in  part,  to 
Lessee  or  any  agency  or  instrumentality  thereof,  or  to  any  Sublessee.  The  Lease  may  be 
terminated  by  Government  or  Lessee  as  provided  by  the  terms  of  the  Lease  pursuant  to  Paragraph 
1 4,  and  Lessee  and  Government  agree  to  and  acknowledge  such  terms. 

4.2  Lessee  shall  not  undertake  any  activity  that  may  affect  an  identified  historic  or 
archeological  property,  including  excavation,  construction,  alteration  or  repairs  of  Leased 
Premises,  without  the  approval  of  Government.  Buried  cultural  materials  may  be  present  on  the 
Leased  Premises.  If  such  materials  are  encountered,  Lessee  shall  stop  work  immediately  and 
notify  Government. 
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5.  SUBLETTING: 


5.1  Lessee  is  authorized  to  sublease  property  included  in  this  lease  without  obtaining 
Navy  approval  of  the  sublease,  provided  the  sublease  incorporates  the  terms  of  this  lease  (except 
for  rental  terms  which  may  be  different  in  amount  or  expressed  differently)  and  does  not  include 
any  provisions  that  are  inconsistent  with  this  lease.  A copy  of  the  sublease  must  be  provided  to 
the  Navy  Local  Representative. 

5.1.1  In  the  event  that  the  terms  and  conditions  of  the  proposed  sublease  do  not 
comply  with  or  do  not  incorporate  the  terms  of  this  Lease,  then  prior  Government  approval  is 
required.  Any  proposed  sublease  which  involves  the  use  of  hazardous  or  toxic  materials, 
including  those  of  an  explosive,  flammable,  or  pyrotechnic  nature,  as  provided  in  10  U.S.C. 
2692,  shall  require  prior  Government  approval.  Such  consent  shall  not  be  unreasonably  withheld 
or  delayed. 


5.1.2  Each  sublease  shall  contain  the  environmental  protection  provisions  set 
forth  in  Paragraph  13  herein.  Under  no  circumstances  shall  Lessee  assign  this  Lease. 

5.1.3  Rental  agreements  for  occupancy  of  individual  units  by  residential  tenants 
do  not  require  the  consent  of  the  Government  and  are  not  required  to  attach  or  incorporate  by 
reference  any  provisions  of  this  Lease,  and  copies  thereof  need  not  be  provided  to  the 
Government,  the  EPA  or  applicable  state  equivalent. 

5.2  Any  sublease  granted  by  Lessee  shall  contain  a copy  of  this  Lease  as  an  attachment 
and  be  subject  to  all  terms  and  conditions  of  this  Lease  and  shall  terminate  immediately  upon  the 
expiration  or  any  earlier  termination  of  this  Lease,  without  any  liability  on  the  part  of 
Government  to  Lessee  or  any  Sublessee.  Under  any  sublease  made,  with  or  without  consent,  the 
Sublessee  shall  be  deemed  to  have  assumed  all  of  the  obligations  of  Lessee  under  this  Lease, 
except  that  the  Sublessee  shall  not  be  required  to  assume  any  obligation  of  Lessee  which  is  not 
set  forth  in  a sublease  approved  by  the  Government  under  Section  5.1.1  above.  No  sublease  shall 
relieve  Lessee  of  any  of  its  obligations  hereunder. 

5.3  Upon  its  execution,  a copy  of  the  sublease  shall  immediately  be  furnished  to  the 
Navy  Local  Representative.  Should  a conflict  arise  between  the  provisions  of  this  Lease  and  a 
provision  of  the  sublease,  the  provisions  of  this  Lease  shall  take  precedence.  Any  sublease  shall 
not  be  taken  or  construed  to  diminish  or  enlarge  any  of  the  rights  or  obligations  of  either  of  the 
parties  under  this  Lease. 

5.4  The  Government  shall  give  the  Sublessee  the  same  ability  to  cure  any  default  as  has 
been  provided  to  the  Lessee  and  will  accept  such  cure  from  the  Sublessee  within  the  same  period 
of  time  as  is  permitted  the  Lessee. 


7 


All  correspondence  in  connection  with 
this  contract  should  include  reference  to: 


6.  JOINT  INSPECTION  & INVENTORY  REPORT: 

6.1  Joint  Inspection.  Representatives  of  the  Lessee  and  Government  shall  conduct  a joint 
inspection  of  all  portions  of  the  Leased  Premises  to  be  (1)  beneficially  used  or  occupied  by  the 
Lessee;  (2)  assigned  by  the  Lessee  to  another;  or  (3)  subleased  by  Lessee  to  another  for  any 
purpose.  Such  inspections  shall  be  completed  before  any  such  use  begins  and  may  include  a 
representative  of  the  Sublessee  if  appropriate.  Based  on  the  joint  inspection,  a complete 
inventory  of  Government  property  located  on  the  Leased  Premises  and  a report  of  the  condition 
of  the  Leased  Premises,  including  the  condition  of  improvements,  appurtenances  and  personal 
property  thereon,  has  been  prepared  and  is  attached  to  this  Lease  as  Exhibit  C. 

6.2  No  Warranty  by  Government.  All  facilities  and  property  delivered  to  the  Lessee  shall 
be  delivered  "as  is,  where  is,"  and,  as  such,  the  Government  makes  no  warranty  as  to  such 
facilities  and  property  either  as  to  their  usability  generally  or  as  to  their  fitness  for  any  particular 
purpose.  As  provided  in  Section  12  of  this  Lease,  Lessee  shall,  at  no  expense  to  Government, 
maintain  those  portions  of  the  Leased  Premises  which  Lessee  uses  or  subleases,  and  will  from 
time  to  time  make  or  cause  to  be  made  all  necessary  and  proper  repairs,  replacements,  and 
renewals  which  shall  thereupon  become  part  of  the  Leased  Premises.  During  the  term  of  this 
Lease,  Government  shall  have  no  responsibility,  financial  or  otherwise,  except  as  otherwise 
described  herein  with  respect  to  protection  and  maintenance  of  the  Leased  Premises. 

6.3  In  accordance  with  32  CFR  §91 .7(h),  governing  the  disposition  of  personal  property  at 
closing  military  bases.  Personal  Property  shall  be  identified  throughout  the  Installation  for  use  in 
connection  with  redevelopment  of  the  Installation.  At  no  expense  to  Government,  and  only  with 
Government  approval,  Personal  Property  may  be  relocated  from  other  buildings  to  the  Leased 
Premises  in  order  to  facilitate  redevelopment,  including  exclusive  use  thereof  by  the  Sublessee 
during  the  Term  of  this  Lease.  Each  inventory,  upon  completion,  shall  be  identified  by  building  or 
facility  number,  and  signed  and  dated  by  both  parties  to  this  Lease  and  attached  to  this  Lease  as  part 
of  the  Joint  Inspection  Report  attached  hereto  as  Exhibit  C. 

7.  ENVIRONMENTAL  BASELINE  SURVEY  AND  FINDINGS  OF  SUITABILITY 
TO  LEASE: 


An  Environmental  Baseline  Survey  for  Lease  (EBSL)  and  a Finding  of  Suitability  to  Lease 
(FOSL)  are  attached  to  this  Lease  as  Exhibit  D and  made  part  of  this  Lease.  The  EBSL  sets  forth 
the  existing  environmental  conditions  of  the  Leased  Premises  as  represented  by  the  baseline 
survey  which  has  been  conducted  by  Government.  The  FOSL  sets  forth  the  basis  for  the 
Government’s  determination  that  Leased  Premises  are  suitable  for  leasing.  Lessee  is  hereby 
made  aware  of  the  information  contained  in  the  FOSL  attached  hereto  as  Exhibit  D and  shall 
comply  with  applicable  restrictions  set  forth  therein. 
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8.  ALTERATIONS: 


8. 1 Lessee  shall  not  construct,  make  or  permit  its  Sublessees  to  construct  or  make  any 
substantial  alterations,  additions,  excavations,  improvements  to,  installations  upon  or  otherwise 
modify  or  alter  the  Leased  Premises  in  any  way,  including  those  which  may  adversely  affect  the 
remediation  of  hazardous  materials  on  the  Installation  (together,  “Alterations”)  without  the  prior 
written  consent  of  Government.  Such  consent  may  not  be  unreasonably  withheld  or  delayed. 

8.2  Upon  termination  of  this  Lease,  as  directed  by  Government,  Lessee  shall,  at  the 
option  of  the  Government  either: 

8.2.1  Promptly  remove  all  alterations,  additions,  betterments  and  improvements 
made  or  installed  and  restore  the  Leased  Premises  to  the  same  or  as  good  condition  as  existed  on 
the  date  of  entry  under  this  Lease,  reasonable  wear  and  tear  and  acts  of  God  excepted;  or 

8.2.2  Abandon  such  additions  or  alterations  in  place,  at  which  time  title  to  such 
alterations,  improvements  and  additions  shall  vest  in  Government. 

8.2.3  In  either  event  all  personal  property  and  trade  fixtures  of  Lessee  or  any 
third  person  may  be  removed  from  the  Leased  Premises  and  Lessee  shall  repair  any  damage  to 
the  Leased  Premises  resulting  from  such  removal. 

9.  ACCESS  BY  GOVERNMENT: 

In  addition  to  access  required  under  Paragraph  13,  at  all  reasonable  times  throughout  the  term  of 
this  Lease,  Government  shall  be  allowed  reasonable  access  to  the  Leased  Premises  for  any 
purpose.  Government  will  give  Lessee  or  any  Sublessee  at  least  twenty-four  (24)  hour  prior 
notice  of  its  intention  to  enter  the  Leased  Premises,  unless  it  determines  the  entry  is  immediately 
required  for  safety,  environmental,  operations  or  security  purposes.  Lessee  shall  have  no  claim 
on  account  of  any  entries  against  Government  or  any  officer,  agent,  employee,  contractor  or 
subcontractor  of  Government.  All  keys  to  the  buildings  and  facilities  occupied  by  Lessee  or  any 
Sublessee  shall  be  made  available  to  Government  upon  request.  The  Government  agrees  to  not 
unreasonably  disturb  tenants  of  Sublessee  in  possession  of  portions  of  the  Leased  Premises  in  the 
Government’s  exercise  of  its  right  of  access  to  the  Leased  Premises  under  the  Lease. 


10  UTILITIES  AND  SERVICES: 

Procurement  of  utilities  (i.e.,  electricity,  water,  gas,  sewer,  telephone  and  trash  removal)  will  be 
the  responsibility  of  Lessee.  Lessee  agrees  to  obtain  needed  utility  services  from  any  private  or 
municipal  supplier  who  should,  during  the  term  of  Lease,  become  able  to  deliver  such  services  to 
Leased  Premises.  In  the  event  that  Government  shall  furnish  Lessee  with  any  utilities  or  services 
maintained  by  Government  which  Lessee  may  require  in  connection  with  its  use  of  Leased 
Premises,  Lessee  shall  pay  Government  the  cost  incurred  in  providing  such  utilities  or  services  in 
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the  amounts  set  forth  in  Exhibit  E attached  hereto,  which  rates  shall  be  determined  by 
Government  and  Lessee  in  accordance  with  applicable  laws  and  regulations.  In  the  event  that 
Government  provided  utility  services  shall  be  made  available  to  Lessee,  Lessee,  at  no  cost  to 
Government,  shall  install  metering  devices  for  utilities  serving  the  Leased  Premises  prior  to 
delivery  of  utility  services  by  the  Government.  The  volume  of  Government  provided  utilities 
used  by  Lessee  shall  be  determined  by  such  metering  devices.  It  is  expressly  agreed  and 
understood  that  Government  in  no  way  warrants  the  continued  availability,  maintenance  or 
adequacy  of  any  utilities  or  services  furnished  to  Lessee. 

11  NON-INTERFERENCE  WITH  GOVERNMENT  OPERATIONS: 

Lessee  shall  not  conduct  operations  nor  make  any  alterations  that  would  interfere  with  or 
otherwise  restrict  operations,  environmental  clean-up  or  restoration  actions  by  Navy, 
Environmental  Protection  Agency  (EPA),  applicable  state  equivalent,  or  their  contractors. 
Environmental  clean-up,  restoration  or  testing  activities  by  these  parties  shall  take  priority  over 
Lessee’s  use  of  Leased  Premises  in  the  event  of  any  conflict.  However,  Government  and  Lessee 
agree  to  coordinate  to  minimize  potential  conflicts  between  necessary  remediation  of 
environmental  contamination,  including  investigation  and  remedial  actions,  and  Lessee’s  and  any 
Sublessee’s  use  of  Leased  Premises. 

12  PROTECTION  AND  MAINTENANCE  SERVICES: 


12.1  Except  as  otherwise  specifically  provided  herein,  Lessee  shall  furnish  or  cause  to  be 
furnished  all  labor,  supervision,  materials,  supplies  and  equipment  necessary  to  the  operation, 
maintenance  and  repair  of  the  following  building  systems  and  appurtenances  located  in  or  on  the 
Leased  Premises:  structural  (including  roof),  fencing,  plumbing,  electrical,  heating  and  cooling 
systems;  exterior  utility  systems  (including  fire  hydrants  and  mains);  pavement  and  grounds 
maintenance  (including  grass  cutting,  shrub  trimming  and  tree  removal);  pest  and  weed  control; 
security  and  fire  protection  within  Leased  Premises;  refuse  collection,  removal  and  disposal;  and 
utilities  maintenance  necessary  for  the  protection  of  Leased  Premises.  Government  shall  not  be 
required  to  furnish  any  services  or  facilities  to  Lessee  or  to  make  any  repair  or  alteration  in  or  to 
Leased  Premises.  Lessee  hereby  assumes  the  full  and  sole  responsibility  for  the  protection, 
maintenance  and  repair  of  Leased  Premises  set  forth  in  this  paragraph.  For  specifics  as  to  such 
protection  and  maintenance  required  to  be  provided  by  Lessee  hereunder,  the  following 
provisions  shall  apply: 

12.1.1  The  degree  of  maintenance  and  repair  services  to  be  furnished  by  Lessee 
hereunder  shall  be  that  which  is  sufficient  to  assure  weather  tightness,  structural  stability 
(excluding  any  seismic  retrofit  and/or  modification  to  foundations  resulting  from  extraordinary 
natural  occurrences  such  as  earthquakes,  floods  and  landslides),  protection  from  fire  hazards  or 
erosion,  and  elimination  of  safety  and  health  hazards  which  arise  during  the  term  of  the  Lease 
and  which  are  not  caused  by  the  actions  of  Government  or  its  employees,  contractors  or  agents, 
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so  that  the  Leased  Premises  being  serviced  will  remain  in  the  condition  in  which  they  existed  at 
the  commencement  of  the  Lease  as  documented  in  the  Joint  Inspection  and  Inventory  Report 
prepared  pursuant  to  Paragraph  6,  ordinary  wear  and  tear  and  acts  of  God  excepted.  Prior  to  use 
and  occupancy.  Lessee  shall  correct  the  safety  and  health  hazards  described  on  Exhibit  F. 

12.2  During  term  of  this  Lease,  debris,  trash  and  other  useless  materials  placed  on  the 
Leased  Premises  during  the  term  of  this  Lease  shall  be  promptly  removed  from  the  Leased 
Premises.  Upon  termination  or  expiration  of  this  Lease,  the  Leased  Premises  shall  be  left 
without  containers,  Lessee’s  equipment,  and  other  undesirable  materials  placed  on  the  Leased 
Premises  during  the  term  of  this  Lease  (except  by  Government)  and  in  as  clean  condition  as 
received  by  Lessee. 

12.3  Lessee  shall  provide  or  cause  to  be  provided  all  security  services  necessary  to  assure 
security  and  safety  within  the  Leased  Premises.  Any  crimes  or  other  offenses,  including  traffic 
offenses  and  crimes  and  offenses  involving  damage  to  or  theft  of  Government  property,  shall  be 
reported  to  the  appropriate  authorities  for  their  investigation  and  disposition  and  to  Government 
as  property  owner. 

12.4  Lessee  shall  take  or  cause  to  be  taken,  all  reasonable  and  necessary  fire  protection 
precautions  at  the  Leased  Premises.  Such  precautions  may  include,  but  are  not  limited  to,  the 
maintenance  of  any  sprinkler  system  that  exists  on  the  effective  date  of  this  Lease  and/or  the 
provision  of  portable  fire  extinguishers  for  fire  protection  of  Leased  Premises. 

12.5  Lessee  is  responsible  for  the  repair  and  maintenance  of  all  interior  utility  systems 
and  those  exterior  utility  systems,  distribution  lines,  connections  and  equipment  which  solely 
support  the  Leased  Premises.  This  responsibility  extends  from  the  Leased  Premises  to  the  point 
of  connection  with  the  utility  system  which  serves  users  other  than  Lessee. 

12.6  Lessee  shall  ensure  only  trained  and  qualified  persons  are  utilized  in  performance  of 
the  maintenance  and  protection  services  specified  in  this  paragraph. 

13  ENVIRONMENTAL  PROTECTION  PROVISIONS: 


13.1  Lessee,  Sublessees  and  contractors  shall  comply  with  all  applicable  Federal,  state 
and  local  laws,  regulations  and  standards  that  are  or  may  become  applicable  during  the  term  of 
this  Lease  to  Lessee’s  activities  on  the  Leased  Premises. 

13.2  Lessee  or  any  Sublessee  shall  be  solely  responsible  for  obtaining,  at  no  cost  to 
Government,  any  environmental  permits  required  for  its  operations  under  the  Lease,  independent 
of  any  existing  permits  held  by  the  Government.  Nothing  in  this  Lease  shall  require  Lessee  to 
become  a secondary  discharger  or  co-permittee  on  any  existing  environmental  permit  held  by 
Government  relating  to  the  operation  of  the  Installation,  including,  without  limitation,  any 
environmental  permits  associated  with  the  operation  of  the  Installation’s  sewage  treatment  plant. 
Any  and  all  environmental  permits  required  for  any  of  Lessee’s  or  Sublessees’  operations  or 
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activities  will  be  subject  to  prior  concurrence  of  the  Commanding  Officer,  Engineering  Field 
Activity  West,  Naval  Facilities  Engineering  Command.  Lessee  acknowledges  that  the 
Government  will  not  consent  to  being  named  a secondary  discharger  or  co-permittee  for  any 
operations  or  activities  of  the  Lessee  or  any  Sublessee  under  the  Lease.  In  the  event  the 
Government  is  named  as  a secondary  discharger  or  co-permittee  for  any  activity  or  operation  of 
the  Lessee  or  any  Sublessee,  Government  shall  have  the  right  to  take  reasonable  actions 
necessary  to  prevent,  suspend,  or  terminate  such  activity  or  operation,  including  terminating  this 
Lease,  without  liability  or  penalty. 

13.3  Government’s  rights  under  this  Lease  specifically  include  the  right  for  Government 
officials  to  inspect  upon  reasonable  notice  the  Leased  Premises  for  compliance  with 
environmental,  safety  and  occupational  health  laws  and  regulations,  whether  or  not  Government 
is  responsible  for  enforcing  them.  Such  inspections  are  without  prejudice  to  the  right  of  duly 
constituted  enforcement  officials  to  make  such  inspections.  Government  will  give  Lessee  or 
Sublessee  twenty-four  (24)  hours  prior  notice  of  its  intention  to  enter  Leased  Premises  unless  it 
determines  the  entry  is  immediately  required  for  safety,  environmental,  operations  or  security 
purposes.  Lessee  shall  have  no  claim  on  account  of  any  entries  against  the  United  States  or  any 
officer,  agent,  employee,  contractor  or  subcontractor  thereof. 

13.4  Government  and  its  officers,  agents,  employees,  contractors  and  subcontractors 
have  the  right,  upon  reasonable  notice  to  Lessee  and  any  Sublessee,  to  enter  upon  the  Leased 
Premises  for  the  purposes  enumerated  in  this  subparagraph: 

13.4.1  to  conduct  investigations  and  surveys,  including,  where  necessary, 
drilling,  soil  and  water  sampling,  testpitting,  testing  soil  borings  and  other  activities  related  to  the 
Installation  Restoration  Program  (IRP); 

13.4.2  to  inspect  field  activities  of  Government  and  its  contractors  and 
subcontractors  in  implementing  the  IRP; 

13.4.3  to  conduct  any  test  or  survey  related  to  implementation  of  the  IRP  or 
environmental  conditions  at  Leased  Premises  or  verify  any  data  submitted  to  EPA  or  applicable 
state  equivalent  by  Government  relating  to  such  conditions; 

13.4.4  to  construct,  operate,  maintain  or  undertake  any  other  response  or  remedial 
action  as  required  or  necessary  under  the  IRP,  including  but  not  limited  to  monitoring  wells, 
pumping  wells  and  treatment  facilities. 

13.5  Lessee  agrees  to  comply  with  the  provisions  of  any  health  or  safety  plan  in  effect 
under  the  IRP  during  the  course  of  any  of  the  above  described  response  or  remedial  actions.  Any 
inspection,  survey,  investigation  or  other  response  or  remedial  action  will,  to  the  extent 
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practicable,  be  coordinated  with  representatives  designated  by  Lessee  and  any  Sublessee.  Lessee 
and  Sublessee  shall  have  no  claim  on  account  of  such  entries  against  the  United  States  or  any 
officer,  agent,  employee,  contractor  or  subcontractor  thereof.  In  addition.  Lessee  shall  comply 
with  all  applicable  Federal,  state  and  local  occupational  safety  and  health  regulations. 

13.6  Lessee  further  agrees  that  if  the  Leased  Premises  are  subject  to  ongoing 
environmental  remediation  by  Government,  during  such  period.  Lessee  shall  provide  to  EPA  and 
applicable  state  equivalent  by  certified  mail  a copy  of  any  sublease  of  the  Leased  Premises 
within  fourteen  (14)  calendar  days  after  the  effective  date  of  such  sublease.  Lessee  may  delete 
the  financial  terms  and  any  other  proprietary  information  from  the  copy  of  any  agreement  of 
assignment  or  sublease  furnished  pursuant  to  this  condition. 

13.7  Lessee  shall  strictly  comply  with  the  hazardous  waste  permit  requirements  under  the 
Resource  Conservation  and  Recovery  Act  or  its  applicable  state  equivalent.  Except  as 
specifically  authorized  by  Government  in  writing.  Lessee  must  provide  at  its  own  expense  such 
hazardous  waste  management  facilities  as  required  by  its  use  of  the  Leased  Premises,  complying 
with  all  laws  and  regulations.  Government  hazardous  waste  management  facilities  will  not  be 
available  to  Lessee.  Any  violation  of  the  requirements  of  this  condition  shall  be  deemed  a 
material  breach  of  this  Lease. 

13.8  DOD  component  accumulation  points  for  hazardous  and  other  waste  will  not  be 
used  by  Lessee  or  any  Sublessee.  Neither  will  Lessee  or  Sublessee  permit  its  hazardous  wastes 
to  be  commingled  with  hazardous  waste  of  DOD  Component. 

13.9  Before  beginning  operations  on  the  Leased  Premises,  Lessee  shall  have  a 
Government-approved  plan  for  responding  to  hazardous  waste,  fuel  and  other  chemical  spills. 
Such  plan  shall  be  independent  of  the  Installation  plan  and,  except  for  initial  fire  response  and/or 
spill  containment,  shall  not  rely  on  the  use  of  Installation  personnel  or  equipment.  Should 
Government  provide  to  the  Leased  Premises  any  personnel  or  equipment  whether  for  initial  fire 
response  and/or  spill  containment,  or  otherwise  on  request  of  Lessee,  or  because  Lessee  was  not, 
in  the  reasonable  opinion  of  Government,  conducting  timely  cleanup  actions,  Lessee  agrees  to 
reimburse  Government  for  its  reasonable  and  actual  costs  in  association  with  such  response  or 
cleanup  upon  receipt  of  an  invoice  for  such  costs. 

13.10  Lessee  shall  not  conduct  or  permit  its  Sublessees  to  conduct  any  subsurface 
excavation,  digging,  drilling  or  other  disturbance  of  the  surface  without  the  prior  written 
approval  of  Government,  which  consent  shall  not  be  unreasonably  withheld  or  delayed;  provided 
however,  that  such  prior  written  approval  shall  not  be  required  for  activities  consistent  with 
residential  use  of  the  Leased  Premises,  including  without  limitation,  routine  landscaping, 
gardening,  and  the  like. 
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13.11  To  the  extent  required  by  law  and  regulation,  Government  shall  abate,  remove  or 
otherwise  remedy  all  friable,  accessible  and  damaged  asbestos  containing  material  (ACM),  lead 
based  paint  (LBP)  and  polychlorinated  biphenyls  (PCBs)  from  Leased  Premises.  The  presence 
of  known  ACM,  LBP  or  PCBs  shall  be  fully  identified  in  an  Environmental  Baseline  Survey 
(EBS)  and/or  Supplemental  Environmental  Baseline  Survey  (SEBS),  attached  as  an  Exhibit. 

13.11.1  Except  as  provided  in  Paragraph  13.11.2,  and  except  to  the  extent 
required  by  law  and  regulation.  Government  is  not  responsible  for  any  removal  or  containment  of 
asbestos  containing  materials  (ACM).  If  Lessee  intends  to  make  any  improvements  or  repairs 
that  require  the  removal  of  asbestos,  an  appropriate  asbestos  disposal  plan  must  be  incorporated 
into  the  plans  and  specifications  and  submitted  to  Government.  The  asbestos  disposal  plan  will 
identify  the  proposed  disposal  site  for  the  asbestos,  or  in  the  event  the  site  has  not  been 
identified,  will  provide  for  disposal  at  a licensed  facility  authorized  to  receive  it. 

13.1 1 .2  Without  limiting  or  derogating  from  the  Government’s  responsibility  set 
forth  in  Section  13.11  above.  Government  shall  be  responsible  for  the  removal  or  containment  of 
the  ACM  identified  as  requiring  abatement  shown  on  Exhibit  G attached  hereto  as  damaged  or 
deteriorated  ACM.  Government  agrees  to  abate  these  listed  items  of  damaged  or  deteriorated 
ACM.  Government  may  choose  the  most  economical  means  of  abating  any  damaged  or 
deteriorated  ACM,  which  may  include  removal,  repair  or  containment  (encapsulation),  or  a 
combination  of  removal,  repair  and  containment.  The  forgoing  obligation  of  Government  does 
not  apply  to  any  ACM  other  than  that  identified  in  Exhibit  G and  ACMs  for  which  the 
Government  has  obligations  under  Section  13.11  above.  Notwithstanding  Paragraph  13.1 1.1 
above,  in  an  emergency.  Lessee  will  notify  Government  as  soon  as  practicable  of  its  emergency 
ACM  responses.  Lessee  shall  be  responsible  for  monitoring  the  condition  of  existing  ACM  on 
Leased  Premises  for  deterioration  or  damaged  and  accomplishing  repairs  or  abatement  pursuant 
to  the  applicable  conditions  of  this  Lease. 

13.12  Subject  to  the  Government’s  indemnity  in  Section  13.13,  Lessee  shall  indemnify 
and  hold  harmless  Government  from  any  costs,  expenses,  liabilities,  fines  or  penalties  resulting 
from  discharges,  emissions,  spills,  storage  or  disposal  arising  from  Lessee’s  occupancy,  use  or 
operations,  or  any  other  action  by  Lessee  or  any  Sublessee  during  the  term  of  this  Lease  giving 
rise  to  Government  liability  under  Federal,  state  or  local  environmental  laws.  Lessee’s 
obligations  hereunder  shall  apply  whenever  Government  incurs  costs  or  liabilities  as  a result  of 
Lessee’s  activities  or  activities  of  any  Sublessee  as  provided  hereunder.  However,  this  indemnity 
does  not  extend  to  those  damages  which  are  due  to  the  fault  or  negligence  of  Government  or  its 
contractors,  to  any  suit,  claim,  demand  or  action,  liability,  judgment,  cost  or  other  fee  for  which 
the  Government  has  agreed  to  provide  indemnification  pursuant  to  Section  13.13.  This  provision 
shall  survive  the  expiration  or  termination  of  this  Lease. 

13.13  Pursuant  to  Section  330  of  P.L.  102-484,  as  amended,  and  subject  to  the  provisions 
of  this  Section  13.13  of  the  Lease,  Government  shall  hold  harmless,  defend  and  indemnify,  in 
full,  the  Treasure  Island  Development  Authority,  any  other  person  or  entity  that  acquires 
ownership  or  control  from  the  Government;  or  any  successor,  assignee,  transferee,  lender,  or 
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Lessee  of  the  Leased  Premises  including  but  not  limited  to  the  John  Stewart  Company, 

Sublessee  of  the  Lessor  (the  “Sublessee”)  (collectively  and  individually  “Indemnitee(s)”),  from 
and  against  any  suit,  claim,  demand,  action,  liability,  judgment,  cost  or  fee,  arising  out  of  any 
claim  for  personal  injury  or  property  damage  (including  death,  illness,  loss  of  or  damage  to 
property  or  economic  loss)  that  results  from,  or  is  in  any  manner  predicated  upon,  the  release  or 
threatened  release  of  any  hazardous  substance,  pollutant,  contaminant,  petroleum  or  petroleum 
derivative  from  or  on  the  Leased  Premises,  as  a result  of  Department  of  Defense  activities  at  the 
Leased  Premises. 

13.13.1  In  any  case  in  which  Government  determines  that  it  may  be  required  to 
indemnify  an  Indemnitee(s)  for  any  suit,  claim,  demand,  action,  liability,  judgment,  cost  or  other 
fee  arising  out  of  any  claim  for  personal  injury  or  property  damage.  Government  may  settle  or 
defend  on  behalf  of  that  Indemnitee(s),  the  claim  for  personal  injury  or  property  damage. 

13.13.2  If  any  Indemnitee(s)  does  not  allow  Government  to  settle  or  defend  the 
claim,  such  Indemnitee(s)  will  not  be  afforded  indemnification  with  respect  to  that  claim. 

13.13.3  Government  will  not  indemnify  the  Indemnitee(s)  unless  such 

Indemnitee(s): 


13.13.3.1  Notifies  Government  in  writing  within  90  days  after  such  an 
indemnification  claim  accrues.  If  Indemnitee(s)  is  served  with  a complaint  or  written  notice  of  a 
claim  by  Federal,  State  or  local  regulators,  Indemnitee(s)  will  provide  Government  with  a copy 
of  such  document  no  later  than  1 5 days  following  service  of  the  complaint.  A claim  for 
indemnification  accrues  when  the  Indemnitee(s)  receives  written  notice  of  any  suit,  claim, 
demand,  action,  liability,  judgment,  cost  or  other  fee,  which  relates  to  personal  injury  or  property 
damage,  that  the  Indemnitee(s)  knows  or  may  be  deemed  reasonably  to  have  known,  may  have 
been  caused  or  contributed  to  by  Department  of  Defense  activities.  Indemnitee(s)  right  to 
indemnification  shall  not  expire  due  to  late  notice  unless  Government’s  ability  to  defend  or  to 
settle  is  materially  and  adversely  affected; 

13.13.3.2  Furnishes  Government  copies  of  pertinent  papers  the 
Indemnitee(s)  receives;  and 

13.13.3.3  Furnishes,  to  the  extent  it  is  in  the  possession  or  control  of 
Indemnitee(s),  evidence  or  proof  of  any  claim,  loss,  or  damage  covered  by  Section  13.13;  and 

13.13.3.4  Provides,  upon  request  of  Government,  reasonable  access  to  the 
records  and  personnel  of  the  Indemnitee(s)  for  purposes  of  defending  or  settling  the  claim  or 
claims. 
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13.13.4  Government  will  not  indemnify  an  Indemnitee(s)  to  the  extent  such 
Indemnitee(s)  caused  or  contributed  to  any  release  or  threatened  release  of  any  hazardous 
substance,  pollutant,  contaminant,  petroleum  or  petroleum  derivative  from  or  on  the  Leased 
Premises.  Government  is  entitled  to  contribution  from  Indemnitee(s)  to  the  extent  Government 
shows  that  such  Indemnitee(s)  caused  or  contributed  to  any  release.  However,  the  availability  of 
contribution  shall  not  affect  the  requirement  of  Government  to  defend  an  Indemnitee(s),  unless 
such  Indemnitee(s)  is  solely  responsible  for  the  release  or  threatened  release  giving  rise  to  the 
claim  for  the  indemnity,  in  which  case  the  Government’s  duty  to  defend  will  not  exist  as  to  that 
claim. 


13.14  Pursuant  to  Section  42  USC  Section  9620(h)(3)  of  the  Comprehensive 
Environmental  Response,  Compensation  and  Liability  Act  (CERCLA),  as  amended,  and  the 
CERCLA  lead  agent  authority  of  the  Department  of  Defense  created  by  42  USC  Section  9604 
and  Section  9615  of  CERCLA,  Section  2.d.  of  Executive  Order  12580  (52  FR  2923;  January  29, 
1987),  and  the  National  Contingency  Plan  (40  CFR  Section  300.5),  and  subject  to  the 
Environmental  Protection  provisions  of  this  Lease,  Government,  in  consultation  with  U.S.  EPA, 
has  determined  that  the  Leased  Premises  are  suitable  for  lease,  that  the  uses  contemplated  for  the 
lease  of  the  Leased  Premises  are  consistent  with  protection  of  human  health  and  the  environment, 
and  that  there  are  adequate  assurances  that  Government  will  take  all  response  actions  necessary 
to  protect  human  health  and  the  environment  that  have  not  been  taken  as  of  the  date  of  this 
Lease. 


Further,  Government  herein  provides  assurances  that,  in  accordance  with  and  to  the 
extent  required  at  the  Leased  Premises  by  applicable  Federal,  State  and  local  laws,  Government 
will  timely: 


13.14.1  assess,  inspect,  investigate,  study  and  remove  or  remediate,  as 
appropriate,  the  release  or  threatened  release  of  a hazardous  substance,  pollutant  or  contaminant, 
from,  on  or  under  the  Leased  Premises;  and 

13.14.2  settle  or  defend  any  claim,  demand,  or  order  made  by  Federal,  State  or 
local  regulators  or  third  parties  in  connection  with  any  release  or  threatened  release  of  a 
hazardous  substance,  pollutant  or  contaminant,  from,  on  the  Leased  Premises. 

13.15  The  Lessee  and  any  Sublessee(s)  shall: 

13.15.1  Notify  Government  in  writing  within  90  days  after  learning  of  any 
previously  unidentified  condition  at  the  Leased  Premises  that  suggests  a response  action  is 
necessary,  or,  within  90  days  after  receiving  notice  of  a claim  by  Federal,  State  or  local 
regulators,  or  other  third  parties,  of  the  existence  of  any  condition  at  the  Leased  Premises  that 
suggests  a response  action  is  necessary.  If  Lessee  or  any  Sublessee  is  served  with  a complaint  or 
written  notice  of  a claim  by  Federal,  State  or  local  regulators,  the  served  party  shall  provide 
Government  with  a copy  of  such  document  not  later  than  15  days  following  service  of  such 
document; 
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1 3. 1 5.2  Furnish  Government  copies  of  pertinent  papers  the  Lessee  and  any 
Sublessee(s)  receives;  and 

13.15.3  Provide,  upon  request  of  Government,  reasonable  access  to  the  records 
and  personnel  of  the  Lessee  and  any  Sublessee(s)  for  purposes  of  defending  or  resolving  the  need 
for  additional  response  action. 

13.16  For  purposes  of  42  USC  Section  9620(h)(3),  the  Lessee’s  and  any  Sublessee(s)’s 
status  as  an  operator  during  the  lease  term  will  not  make  it  a potentially  responsible  party  or 
relieve  Government  of  its  obligations  under  Section  13.14  and  42  USC  Section  9620(h). 

13.17  In  accordance  with  and  to  the  extent  required  by  applicable  Federal,  State  and  local 
laws.  Government  will  timely: 

13.17.1  access,  inspect,  investigate,  study  and  remove  or  remediate,  as 
appropriate,  the  release  or  threatened  release  of  petroleum  or  a petroleum  derivative,  from  or  on 
the  Leased  Premises,  caused  by  Department  of  Defense  activities  at  the  Leased  Premises;  and 

1 3. 1 7.2  settle  or  defend  any  claim,  demand,  or  order  made  by  Federal,  State  or 
local  regulators  or  third  parties  in  connection  with  a release  or  threatened  release  of  petroleum  or 
a petroleum  derivative,  from  or  on  the  Leased  Premises,  caused  by  Department  of  Defense 
activities  at  the  Leased  Premises. 

13.18  The  Lessee  and  any  Sublessee(s),  upon  learning  of  any  previously  unidentified 
release  or  threatened  release  of  petroleum  or  a petroleum  derivative  from  or  on  the  Leased 
Premises,  that  may  have  been  caused  by  Department  of  Defense  activities  at  the  Leased 
Premises,  will  notify  Government  by  following  the  notification  procedures  set  forth  in  Section 
13.15  above. 

13.19  For  the  purpose  of  the  provisions  of  Sections  13.13  through  13.18,  the  following 
terms  have  the  meanings  indicated  below: 

13.19.1  “release”,  “threatened  release”,  “hazardous  substance”,  “pollutant”, 
“contaminant”,  “removal”,  “remedial  action”,  and  “response”  have  the  meanings  given  such 
terms  under  CERCLA  and  U.  S.  EPA  regulations  implementing  CERCLA. 

1 3. 1 9.2  “Department  of  Defense  activities”  means  the  Department  of  Defense’s: 
construction,  installation,  placement,  operation,  maintenance,  misuse,  abandonment  or  failure  to 
maintain  the  buildings  and  equipment  and  land  at  the  Leased  Premises;  or  failure  to  satisfy  any 
otherwise  legally  applicable  obligation  to  investigate  or  remediate  any  environmental  conditions 
existing  at  the  Leased  Premises.  “Department  of  Defense  activities”  does  not  mean  the  release  or 
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threatened  release  of  a hazardous  substance,  pollutant,  contaminant,  petroleum  or  a petroleum 
derivative,  to  the  extent  that  Government  shows  that  the  release  or  threatened  release  is  caused  or 
contributed  to  by  the  Indemnitee(s). 

13.19.3  “Action...  arising  out  of  any  claim  for...  property  damage”  includes,  but 
is  not  limited  to,  any  judicial,  administrative  or  private  cost  recovery  proceeding  brought  against 
an  Indemnitee(s)  (i)  for  response  costs  arising  under  CERCLA,  (ii)  for  costs  incurred  to  enjoin  or 
abate  the  presence  of  migration  of  contamination  from  or  on  the  Leased  Premises  Resource, 
Conservation  and  Recovery  Act  (“RCRA”),  or  (iii)  for  costs  incurred  to  comply  with  the 
requirements  of  similar  Federal  or  State  laws  and  regulations  ( or  the  laws  of  any  political 
subdivision  of  the  state)  which  arise  from  the  environmental  conditions  at  the  Leased  Premises. 

13.19.4  “Environmental  condition(s)”  means  any  hazardous  substance,  pollutant 
or  contaminant,  including  hazardous  waste  or  hazardous  constituent,  petroleum  or  petroleum 
derivative  disposed  of,  released  or  existing  in  environmental  media  such  as  soil,  subsurface  soil, 
air,  groundwater,  surface  water  or  subsurface  geological  formations  at  levels  above  background. 

13.20  Nothing  in  these  provisions  shall  diminish  or  waive  any  rights  which  parties  might 
otherwise  have  under  common  law  or  any  Federal  or  State  law  or  regulation,  with  the  exception 
of  Section  13.13  of  this  Lease  including  applicable  references  in  Section  13.19,  which  shall  be 
deemed  to  fully  set  forth  the  parties’,  including  the  Sublessee(s’),  statutory  rights  under  Section 
330  of  P.L.  102-484,  and  Section  13.14  of  this  Lease  including  applicable  references  in  Section 
13.19,  which  shall  be  deemed  to  fully  set  forth  the  parties’  including  any  Sublessee(s)’s, 
statutory  rights  under  42  USC  Section  9620(h)(3);  provided  that  nothing  in  this  Lease  shall  limit 
the  right,  if  any,  that  an  Indemnitee,  Lessee  or  Sublessee  may  have  to  enforce,  in  a federal  district 
court  proceeding,  statutory  rights  under  Section  330  of  P.L.  102-484  and  42  USC  Section 
9620(h)(3). 

13.21  Any  Indemnitee  may  implement  or  enforce  the  terms  of  Sections  13.13  and  13.14 
of  this  Lease  in  its  own  right  at  its  own  discretion  without  obtaining  permission  from  or  joining 
any  of  the  other  Indemnitee(s). 

13.22  The  provisions  of  Sections  13.13  and  13.14  of  this  Lease  shall  survive  expiration 
or  termination  of  the  Lease  only  to  the  extent  a claim  is  made  during  or  after  the  lease  period  by 
an  Indemnitee(s)  or  by  the  Lessee  or  Sublessee(s)  under  the  terms  of  this  Paragraph  13. 

13.23  Prior  to  taking  any  action  or  reaching  any  final  settlement  under  Sections  13.13  or 
13.14  of  this  Lease  that  could  adversely  impact  Lessee’s  or  Sublessee(s)’s  use  of  the  Leased 
Premises,  Government  shall  consult  with  Lessee  and  Sublessee(s)  to  minimize  any  such  impact. 

13.24  Nothing  in  Sections  13.13  or  13.14  of  this  Lease  creates  rights  of  any  kind  in  any 
person  or  entity  other  than:  (i)  the  Government  and  (ii)  Indemnitees,  Lessee  and  Sublessees. 


18 


All  correspondence  in  connection  with 
this  contract  should  include  reference  to: 


14  TERMINATION: 


14. 1  Government  shall  have  the  right  to  terminate  this  Lease,  in  whole  or  in  part,  without 
liability,  upon  thirty  (30)  calendar  days  written  notice: 

14. 1 . 1  If,  at  any  time  after  January  1 , 2003,  continued  use  of  the  Leased 
Premises  by  Lessee  under  this  Lease  is  inconsistent  with  the  final  decision  on  disposal  of  the 
Leased  Premises  documented  in  a Record  of  Decision  under  the  National  Environmental  Policy 
Act;  or 


14. 1 .2  In  the  event  of  a national  emergency  as  declared  by  the  President  or  the 
Congress  of  the  United  States  and  Government  makes  a determination  that  such  national 
emergency  requires  termination  of  this  Lease;  or 

14. 1 .3  If,  at  any  time  after  January  1 , 2003,  (a)  Government  has  complied  with  all 
applicable  legal  requirements  to  convey  fee  title  to  the  Premises,  (b)  Government  has  satisfied  in 
full  all  of  its  obligations  under  this  Lease,  (c)  Government  tenders  to  Lessee  a conveyance  of  fee 
ownership  of  the  Premises  after  negotiating  in  good  faith  with  respect  to  establishing  reasonable 
terms,  conditions  of,  and  consideration  for  such  conveyance,  and  (d)  Lessee  fails  to  accept  such 
conveyance  within  one  hundred  eighty  (180)  calendar  days  of  written  notice  of  such  tender;  or 

14. 1 .4  In  the  event  of  a breach  by  Lessee  of  any  of  the  terms  and  conditions 
hereof.  In  the  event  of  a breach  involving  the  performance  of  any  obligation.  Lessee  shall  be 
afforded  thirty  (30)  calendar  days  from  the  receipt  of  Government’s  written  notice  of  intent  to 
terminate  to  complete  performance  of  the  obligation  or  otherwise  cure  the  subject  breach  and 
avoid  termination  of  this  Lease,  unless  Government  determines  that  a shorter  period  is  required 
for  safety,  environmental,  operations  or  security  purposes.  In  the  event  that  Government  shall 
elect  to  terminate  this  Lease  on  account  of  the  breach  by  Lessee  of  any  of  the  terms  and 
conditions,  Government  shall  be  entitled  to  recover  and  Lessee  shall  pay  to  Government: 


Premises. 


14.1.4(a)  The  costs  incurred  in  resuming  possession  of  the  Leased 


14.1.4(b)  The  costs  incurred  in  performing  any  obligation  on  the  part  of 
the  Lessee  to  be  performed  hereunder,  but  only  after  notice  to  Lessee  and  the  expiration  of  all 
applicable  cure  periods. 

1 4. 1 .4(c)  An  amount  equal  to  the  aggregate  of  any  maintenance 
obligations  and  charges  assumed  hereunder  and  not  paid  or  satisfied,  which  amounts  shall  be  due 
and  payable  at  the  time  when  such  obligations  and  charges  would  have  accrued  or  become  due 
and  payable  under  this  Lease. 


19 


All  correspondence  in  connection  with 
this  contract  should  include  reference  to: 


14.2  Lessee  shall  have  the  right  to  terminate  this  Lease  upon  thirty  (30)  calendar  days 
written  notice  to  Government  in  the  event  of  breach  by  Government  of  any  of  the  terms  and 
conditions  hereof.  In  the  event  of  a breach  involving  the  performance  of  any  obligation, 
Government  shall  be  afforded  thirty  (30)  calendar  days  from  the  receipt  of  Lessee's  notice  of 
intent  to  terminate  to  complete  performance  of  the  obligation  or  otherwise  cure  the  subject 
breach  and  avoid  termination  of  this  Lease.  Lessee  shall  also  have  the  right  to  terminate  this 
Lease  in  the  event  of  damage  to  or  destruction  of  all  of  the  improvements  on  Leased  Premises  or 
such  a substantial  portion  thereof  as  to  render  Leased  Premises  incapable  or  impracticable  of  use 
for  the  purposes  for  which  it  is  leased  hereunder,  provided: 

1 4.2. 1 Government  either  has  not  authorized  or  directed  the  repair,  rebuilding  or 
replacement  of  the  improvements  or  has  made  no  provision  for  payment  for  such  repair, 
rebuilding  or  replacement  by  application  of  insurance  proceeds  or  otherwise;  and 

14.2.2  That  such  damage  or  destruction  was  not  occasioned  by  the  fault  or 
negligence  of  Lessee  or  any  of  its  officers,  agents,  servants,  employees,  subtenants,  licensees  or 
invitees,  or  by  any  failure  or  refusal  on  the  part  of  Lessee  to  fully  perform  its  obligations  under 
this  Lease. 


14.2.3.  If  Government  requires  Lessee  or  any  Sublessee  to  vacate  all  or  a 
substantial  portion  of  Leased  Premises  pursuant  to  any  provision  of  this  Lease  for  a period  in 
excess  of  thirty  (30)  calendar  days.  Lessee  may  terminate  this  Lease  by  written  notice  to 
Government  given  at  any  time  while  Lessee  shall  continue  to  be  denied  use  of  all  or  a substantial 
portion  of  Leased  Premises.  Lessee  shall  thereafter  surrender  possession  of  Leased  Premises 
within  fifteen  (15)  calendar  days  of  such  notice. 

14.3  If  (i)  this  Lease  is  terminated  pursuant  to  Section  14.1.2,  and  (ii)  at  the  time  of 
termination  there  remains  in  effect  a sublease  of  the  Leased  Premises  which  has  been  approved 
by  the  Government,  then  the  Lessee  and  the  Sublessee  shall  have  the  right  to  re-enter  the  Leased 
Premises  if  and  when  the  reason  for  such  termination  ends  upon  the  terms  and  conditions  of  this 
Lease  and  any  approved  sublease  (except,  however,  the  term  of  the  Lease  and  sublease  shall  be 
extended  by  the  time  during  which  the  Lease  and  sublease  had  been  terminated). 

15.  ENVIRONMENTAL  CONTAMINATION: 

In  the  event  environmental  contamination  is  discovered  on  the  Leased  Premises  which  creates,  in 
Government’s  determination,  an  imminent  and  substantial  endangerment  to  human  health  or  the 
environment  which  necessitates  evacuation  of  the  Leased  Premises,  and  notwithstanding  any 
other  termination  rights  and  procedures  contained  in  this  Lease,  Lessee  shall  vacate  or  require 
any  Sublessee  to  vacate  Leased  Premises  immediately  upon  notice  from  Government  of  the 
existence  of  such  a condition.  Exercise  of  this  right  by  Government  shall  be  without  liability, 
except  that  Lessee  shall  not  be  responsible  for  the  payment  of  consideration,  the  amount  of 
deduction  to  be  determined  on  a daily  pro-rata  basis,  during  the  period  Leased  Premises  is 
vacated,  and  Lessee  shall  have  the  right  to  terminate  this  Lease  if,  as  provided  in  Section  14.3 
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above.  Lessee  or  any  Sublessee  is  deprived  of  the  beneficial  use  and  occupancy  of  the  Leased 
Premises  for  a period  in  excess  of  thirty  (30)  days.  Government’s  exercise  of  this  right  herein  to 
order  the  Leased  Premises  immediately  vacated  does  not  alone  constitute  a termination  of  the 
Lease,  but  such  right  may  be  exercised  in  conjunction  with  any  other  termination  rights  provided 
in  this  Lease  or  by  law. 

16  NON-ENVIRONMENTAL  INDEMNIFICATION  BY  LESSEE: 

The  Lessee  shall  hold  harmless,  indemnify,  and  defend  the  Government  from  and  against  any 
suit,  claim,  demand  or  action,  liability,  judgment,  cost  or  other  fee  arising  out  of  any  claim  for 
injury  or  damage  that  results  from,  or  is  any  manner  predicated  upon  activities  of  the  Lessee  on 
the  Leased  Property  during  the  term  of  the  Lease.  This  indemnification  applies  to  any  fines, 
claims,  demands  and  causes  of  action  of  every  nature  whatsoever  which  may  be  made  upon, 
sustained  or  incurred  by  Government  by  reasons  of  any  breach,  violation,  omission  or  non- 
performance of  any  term,  covenant  or  condition  hereof  on  the  part  of  Lessee  or  the  employees, 
agents,  servants,  guests,  invitees  and  Sublessees  of  Lessee.  This  indemnification  also  applies  to 
claims  arising  out  of  the  furnishing  of  any  utilities  or  services  by  Government  or  any  interruption 
therein  or  failure  thereof,  whether  or  not  the  same  shall  be  occasioned  by  the  negligence  or  lack 
of  diligence  of  Lessee,  its  officers,  agents,  servants,  employees  or  Sublessees.  However,  this 
indemnity  does  not  extend  to  those  damages  which  are  due  to  the  fault  or  negligence  of 
Government  or  its  contractors,  or  to  any  matters  covered  in  Section  13,  including:  (i)  any  matters 
covered  in  the  Government’s  indemnity  in  Section  13.13;  (ii)  any  suit,  claim,  demand  or  action, 
liability,  judgment,  cost  of  other  fee  arising  from  any  environmental  condition  at  the  Leased 
Premises  or  any  ACM  or  LBP  incorporated  into,  at  or  from  the  Leased  Premises;  or  (iii)  any 
breach,  violation,  omission  or  non-performance  by  Indemnitee(s)  of  any  term,  covenant  or 
condition  contained  in  Section  13.  This  covenant  shall  survive  the  termination  of  this  Lease. 

17.  INSURANCE: 


17. 1 At  the  commencement  of  this  Lease,  Lessee  shall  obtain,  from  a reputable  insurance 
company  or  companies,  liability  insurance  or  shall  maintain  a program  of  self-insurance.  The 
insurance  shall  provide  an  amount  not  less  than  a minimum  combined  single  limit  of  $10  million, 
for  any  number  of  persons  or  claims  arising  from  any  one  incident  with  respect  to  bodily  injuries 
or  death  resulting  therefrom,  property  damage  or  both,  suffered  or  alleged  to  have  been  suffered 
by  any  person  or  persons  resulting  from  the  operations  of  Lessee,  Sublessees,  contractors  and 
invitees  under  the  terms  of  this  Lease.  Lessee  shall  provide  Government  certificates  of  its  self- 
insurance  or  require  its  insurance  company  to  furnish  Government  a copy  of  the  policy  or 
policies,  or  if  acceptable  to  Government,  certificates  of  insurance  evidencing  the  purchase  of 
such  insurance.  The  minimum  amount  of  liability  insurance  coverage  is  subject  to  revision  by 
Government  every  three  years  or  upon  renewal  or  modification  of  this  Lease. 
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1 7.2  As  to  those  structures  and  improvements  on  Leased  Premises  constructed  by  or 
owned  by  Government,  Lessee  shall  procure  and  maintain  at  Lessee's  cost  a standard  fire  and 
extended  coverage  insurance  policy  or  policies  or  a program  of  self-insurance  on  the  Leased 
Premises  in  an  amount  sufficient  to  demolish  damaged  or  destroyed  structures  and 
improvements,  remove  debris  and  clear  the  Leased  Premises.  Should  Lessee  elect  to  purchase 
commercial  insurance  in  lieu  of  self-insurance.  Lessee  shall  procure  such  insurance  from  a 
reputable  company  or  companies.  In  that  event,  the  insurance  policy  shall  provide  that  in  the 
event  of  loss  thereunder,  the  proceeds  of  the  policy  or  policies,  at  the  election  of  Government, 
shall  be  payable  to  Lessee  to  be  used  solely  for  the  demolition  of  damaged  or  destroyed 
structures  and  improvements,  removal  of  debris  and  clear  the  Leased  Premises  or  for  repair, 
restoration,  or  replacement  of  the  property  damaged  or  destroyed.  Any  balance  of  the  proceeds 
not  required  for  such  purposes  shall  be  paid  to  Government.  If  Government  does  not  elect,  by 
notice  in  writing  to  the  insurer  within  thirty  (30)  calendar  days  after  the  damage  or  destruction 
occurs,  to  have  the  proceeds  paid  to  Lessee  for  the  purposes  herein  above  set  forth,  then  such 
proceeds  shall  be  paid  to  Government,  provided  however  that  the  insurer,  after  payment  of  any 
proceeds  to  Lessee  in  accordance  with  the  provision  of  the  policy  or  policies,  shall  have  no 
obligation  or  liability  with  respect  to  the  use  or  disposition  of  the  proceeds  by  Lessee.  Nothing 
herein  contained  shall  be  construed  as  an  obligation  upon  Government  to  repair,  restore  or 
replace  Leased  Premises  or  any  part  thereof.  If  and  for  so  long  as  there  remains  in  effect  a 
sublease  of  the  Leased  Premises  which  has  been  approved  by  the  Government,  the  Government 
agrees  that  all  proceeds  of  casualty  insurance  policies  carried  by  Sublessee  shall  be  paid  to 
Sublessee  and  Sublessee  shall  be  entitled  to  all  proceeds  in  excess  of  that  used  to  demolish 
damaged  or  destroyed  structures  and  improvements,  remove  debris  and  clear  the  Leased 
Premises  or  to  repair,  restore  or  replace  the  property  damaged  or  destroyed  until  Sublessee  has 
received  an  amount  equal  to  the  total  costs  of  the  renovation  work  performed  by  the  Sublessee 
(plus  a return  thereon  as  provided  in  the  sublease).  Any  proceeds  in  excess  of  the  amount  paid  to 
Sublessee  shall  be  paid  to  the  Government. 

1 7.3  If  and  to  the  extent  required  by  law.  Lessee  shall  provide  workmen’s  compensation 
or  similar  insurance  or  self-insurance  in  form  and  amounts  required  by  law. 

17.4  During  the  entire  period  this  Lease  shall  be  in  effect,  Lessee  shall  require  its 
contractors  or  Sublessees  or  any  contractor  performing  work  at  Lessee’s  or  Sublessee’s  request 
on  Leased  Premises  to  carry  and  maintain  the  insurance  required  below: 

17.4.1  Comprehensive  general  liability  insurance,  including,  but  not  limited  to, 
contractor’s  liability  coverage  and  contractual  liability  coverage,  of  not  less  than  $3  million,  per 
occurrence  with  respect  to  personal  injury  or  death,  and  $5  million,  per  occurrence  with  respect 
to  property  damage. 

17.4.2  Workman’s  compensation  or  similar  insurance  in  form  and  amounts 
required  by  law. 
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17.5  Should  Lessee  purchase  commercial  insurance  in  lieu  of  self-insurance,  all 
insurance  which  this  Lease  requires  Lessee  or  Sublessee  to  carry  and  maintain  or  cause  to  be 
carried  or  maintained  shall  be  in  such  form,  for  such  periods  of  time,  and  with  such  insurers  as 
Government  may  reasonably  require  or  approve.  In  that  event,  all  policies  or  certificates  issued 
by  the  respective  insurers  for  public  liability  and  property  insurance  will  name  Government  as  an 
additional  insured,  provide  that  any  losses  shall  be  payable  notwithstanding  any  act  or  failure  to 
act  or  negligence  of  Lessee  or  Government  or  any  other  person,  provide  that  no  cancellation, 
reduction  in  amount,  or  material  change  in  coverage  thereof  shall  be  effective  until  at  least  thirty 
(30)  calendar  days  after  receipt  by  Government  of  written  notice  thereof;  provide  that  the  insurer 
shall  have  no  right  of  subrogation  against  Government;  and  be  reasonably  satisfactory  to 
Government  in  all  other  respects.  In  no  circumstances  will  Lessee  be  entitled  to  assign  to  any 
third  party,  rights  of  action  which  Lessee  may  have  against  Government. 

17.6  Lessee  and  Sublessees  shall  deliver  or  cause  to  be  delivered  promptly  to 
Government  a certificate  of  insurance  or  self-insurance  evidencing  the  insurance  required  by  this 
Lease  and  shall  also  deliver  no  later  than  thirty  (30)  calendar  days  prior  to  expiration  of  any  such 
policy,  a certificate  of  insurance  evidencing  each  renewal  policy  covering  the  same  risks. 

18  LABOR  PROVISION: 

During  the  term  of  this  Lease,  Lessee  agrees  as  follows: 

18.1  Lessee  will  not  discriminate  against  any  employee  or  applicant  for  employment 
because  of  race,  color,  religion,  sex  or  national  origin.  Lessee  shall  take  affirmative  action  to 
ensure  that  applicants  are  employed,  and  that  employees  are  treated  during  employment,  without 
regard  to  their  race,  color,  religion,  sex  or  national  origin.  Such  action  shall  include,  but  not  be 
limited  to  the  following:  employment,  upgrading,  demotion  or  transfer,  recruitment  or 
recruitment  advertising,  layoff  or  termination,  rate  of  pay  or  other  forms  of  compensation  and 
selection  for  training,  including  apprenticeship.  Lessee  agrees  to  post  in  conspicuous  places, 
available  to  employees  and  applicants  for  employment,  notices  to  be  provided  by  Government 
setting  forth  the  provisions  of  this  nondiscrimination  clause. 

18.1.1  Lessee  shall,  in  all  solicitations  or  advertisements  for 
employees  placed  at  Leased  Premises  by  or  on  behalf  of  Lessee,  state  that  all  qualified  applicants 
will  receive  consideration  for  employment  without  regard  to  race,  color,  religion,  sex  or  national 
origin. 


18.1.2  Lessee  shall  send  to  each  labor  union  or  representative  of  workers  with 
which  it  has  a collective  bargaining  agreement  or  other  contract  or  understanding  a notice  to  be 
provided  by  Government,  advising  the  labor  union  or  worker's  representative  of  Lessee's 
commitments  under  this  equal  opportunity  clause  and  shall  post  copies  of  the  notice  in 
conspicuous  places  available  to  employees  and  applicants  for  employment 
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18.1.3  Lessee  shall  comply  with  all  provisions  of  Executive  Order  1 1 246  of 
September  24,  1965,  as  amended  by  Executive  Order  1 1375  of  October  13,  1967,  and  of  the 
rules,  regulations  and  relevant  orders  of  the  Secretary  of  Labor. 

18.1.4  Lessee  shall  furnish  all  information  and  reports  required  by  Executive 
order  1 1246  of  September  24,  1965,  as  amended  by  Executive  Order  11375  of  October  13,  1967, 
and  of  the  rules,  regulations  and  relevant  orders  of  the  Secretary  of  Labor  or  pursuant  thereto, 
and  will  permit  access  to  his  books,  records  and  accounts  by  Government  and  the  Secretary  of 
Labor  for  purposes  of  investigating  to  ascertain  compliance  with  such  rules,  regulations  and 
orders. 


18.1.5  In  the  event  of  Lessee’s  noncompliance  with  the  equal  opportunity  clause 
of  this  Lease  or  with  any  of  said  rules,  regulations  or  orders,  this  Lease  may  be  canceled, 
terminated  or  suspended  in  whole  or  in  part,  after  the  expiration  of  all  applicable  cure  periods, 
and  Lessee  may  be  declare  ineligible  for  further  Government  contracts  in  accordance  with 
procedures  authorized  in  Executive  Order  11246  of  September  24,  1965,  as  amended  by 
Executive  order  1 1375  of  October  13,  1967,  and  such  other  sanctions  may  be  imposed  and 
remedies  invoked  as  provided  in  Executive  Order  11246  of  September  24,  1965,  as  amended  by 
Executive  Order  1 1375  of  October  13,  1967,  or  by  rule,  regulation  or  order  of  the  Secretary  of 
Labor,  or  otherwise  provided  by  law. 

18.1.6  Lessee  will  include  the  above  provisions  in  every  sublease  unless 
exempted  by  rules,  regulations  or  orders  of  the  Secretary  of  Labor  issued  pursuant  to  Section  204 
of  Executive  Order  1 1246  of  September  24,  1965,  as  amended  by  Executive  Order  11375  of 
October  13,  1967,  so  that  such  provisions  will  be  binding  upon  each  Sublessee.  Lessee  will  take 
such  action  with  respect  to  any  Sublessee  as  Government  may  direct  as  a means  of  enforcing 
such  provisions  including  sanctions  for  noncompliance;  provided,  however,  that  in  the  event 
Lessee  becomes  involved,  or  is  threatened  with  litigation  with  Sublessee  as  a result  of  such 
direction  by  Government,  Lessee  may  request  the  United  States  to  enter  into  such  litigation  to 
protect  the  interest  of  the  United  States. 

1 8.2  This  Lease,  to  the  extent  that  it  is  a contract  of  a character  specified  in  the  Contract 
Work  Hours  and  Safety  Standards  Act  (40  U.S.C.  327-330)  and  is  not  covered  by  the  Walsh- 
Healy  Public  Contracts  Act  (41  U.S.C.  35-45),  is  subject  to  the  following  provisions  and 
exceptions  of  said  Contract  Work  Hours  and  Safety  Standards  Act  and  to  all  other  provisions  and 
exceptions  of  said  law. 

1 8.2.1  Lessee  shall  not  require  or  permit  any  laborer  or  mechanic  in  any 
workweek  in  which  he  is  employed  on  any  work  under  this  Lease  to  work  in  excess  of  40  hours 
in  such  work  week  on  work  subject  to  the  provisions  of  the  Contract  Work  Hours  Standards  Act 
unless  such  laborer  or  mechanic  receives  compensation  at  a rate  not  less  than  one  and  one-half 
times  his  basic  rate  of  pay  for  all  such  hours  worked  in  excess  of  40  hours  in  such  work  week. 
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The  “basic  rate  of  pay”,  as  used  in  this  clause,  shall  be  the  amount  paid  per  hour,  exclusive  of 
Lessee’s  contribution  or  cost  for  fringe  benefits  and  any  cash  payment  made  in  lieu  of  providing 
fringe  benefits  or  the  basic  hourly  rate  contained  in  the  wage  determination,  whichever  is  greater. 

18.2.2  In  the  event  of  any  violation  of  the  provision  of  Paragraph  18.2.1,  Lessee 
shall  be  liable  to  any  affected  employee  for  any  amounts  due,  and  to  the  United  States  for 
liquidated  damages.  Such  liquidated  damages  shall  be  computed  with  respect  to  each  individual 
laborer  or  mechanic  employed  in  violation  of  the  provisions  of  paragraph  18.2.1  in  the  sum  of  ten 
$10.00  for  each  calendar  day  on  which  such  employee  was  required  or  permitted  to  be  employed 
on  such  work  in  excess  of  the  standard  workday  of  8 hours  or  in  excess  of  the  standard  work 
week  of  40  hours  without  payment  of  the  overtime  wages  required  by  Paragraph  18.2.1. 

1 8.3  In  connection  with  the  performance  of  work  required  by  this  Lease,  Lessee  agrees 
not  to  employ  any  person  undergoing  a sentence  of  imprisonment  at  hard  labor. 

19  SUBMISSION  OF  NOTICES: 

Notices  shall  be  sufficient  under  this  Lease  if  made  in  writing  and  to  the  addressees  as 

Lessee:  City  and  County  of  San  Francisco 

Ms.  Annemarie  Conroy 
San  Francisco  Mayor’s  Office 
Treasure  Island  Project 
410  Palm  Ave.  Bldg.  1,  Room  237 
Treasure  Island 
San  Francisco,  CA  94130 

Government:  Commanding  Officer  (Code  624) 

Engineering  Field  Activity  - West  (Bldg.  208/2) 

Naval  Facilities  Engineering  Command 
900  Commodore  Drive 
San  Bruno,  CA  94066-5000 

The  individuals  so  designated  above  shall  be  representatives  of  the  parties  and  the  points  of 
contact  during  the  period  of  this  Lease. 

20  AUDIT: 

This  Lease  shall  be  subject  to  audit  by  any  and  all  cognizant  Government  agencies.  Lessee  shall 
make  available  to  such  agencies  for  use  in  connection  with  such  audits  all  records  which  it 
maintains  with  respect  to  this  Lease  and  copies  of  all  reports  required  to  be  filed  hereunder. 
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21  AMENDMENTS: 

This  Lease  shall  not  be  amended  or  modified  unless  in  writing  and  signed  by  both  parties.  No 
oral  statements  or  representation  made  by,  for  or  on  behalf  of  either  party  shall  be  a part  of  this 
Lease.  Should  a conflict  arise  between  the  provisions  of  this  Lease  and  any  exhibit  hereto,  or 
any  other  agreement  between  Government  and  Lessee,  the  provisions  of  this  Lease  shall  take 
precedence. 

22  FAILURE  TO  INSIST  ON  COMPLIANCE: 

The  failure  of  Government  or  Lessee  to  insist,  in  any  one  or  more  instances,  upon  performance  of 
any  of  the  terms,  covenants  or  conditions  of  this  Lease  shall  not  be  construed  as  a waiver  or 
relinquishment  of  Government's  or  Lessee’s  right  to  the  future  performance  of  any  such  terms, 
covenants  or  conditions  and  Government’s  and  Lessee's  respective  obligations  in  respect  of  such 
future  performance  shall  continue  in  full  force  and  effect. 

23.  DISPUTES: 


23.1  This  lease  is  subject  to  the  Contract  Disputes  Act  of  1978,  as  amended  (41  U.S.C. 
601-613)  (the  Act). 

23.2  Except  as  provided  in  the  Act,  all  disputes  arising  under  or  relating  to  this  Lease 
shall  be  resolved  under  this  clause. 

23.3  “Claim”,  as  used  in  this  clause,  means  a written  demand  or  written  assertion  by 
Lessee  or  Government  seeking,  as  a matter  of  right,  the  payment  of  money  in  a sum  certain,  the 
adjustment  or  interpretation  of  lease  terms,  or  other  relief  arising  under  or  relating  to  this  Lease. 
A claim  arising  under  this  Lease,  unlike  a claim  relating  to  this  Lease,  is  a claim  that  can  be 
resolved  under  a lease  clause  that  provides  for  the  relief  sought  by  the  claimant.  However,  a 
written  demand  or  written  assertion  by  Lessee  seeking  the  payment  of  money  exceeding 
$100,000  is  not  a claim  under  the  Act  until  certified  as  required  by  subparagraph  23.4  below.  A 
voucher,  invoice  or  other  routine  request  for  payment  that  is  not  in  dispute  when  submitted,  is 
not  a claim  under  the  Act.  The  submission  may  be  converted  to  a claim  under  the  Act,  by 
complying  with  the  submission  and  certification  requirements  of  this  clause,  if  it  is  disputed 
either  as  to  liability  or  amount  or  is  not  acted  upon  in  a reasonable  time. 

23.4  A claim  by  Lessee  shall  be  made  in  writing  and  submitted  within  six  (6)  years  after 
accrual  of  the  claim,  to  the  Naval  Facilities  Engineering  Command,  Engineering  Field  Activity 
West  (ATTN.:  Code  64),  900  Commodore  Drive,  San  Bruno,  CA  94066-5006  herein  called 
“Command”,  for  a written  decision.  A claim  by  the  Government  against  Lessee  shall  be  subject 
to  a written  decision  by  the  Command. 
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23.4.1  Lessee  shall  provide  the  certification  specified  in  subparagraph  23.4.3  of 
this  clause  when  submitting  any  claim: 

(a)  Exceeding  $100,000;  or 

(b)  Regardless  of  the  amount  claimed,  when  using: 

(1) Arbitration  conducted  pursuant  to  5 U.S.C.  575-580;  or 

(2)  Any  other  alternative  means  of  dispute  resolution  (ADR) 
technique  that  the  agency  elects  to  use  in  accordance  with  the  Administrative  Dispute  Resolution 
Act  (ADRA). 


23.4.2  The  certification  requirement  does  not  apply  to  issues  in  controversy  that 
have  not  been  submitted  as  all  or  part  of  a claim. 

23.4.3  The  certification  shall  state  as  follows:  “I  certify  that  the  claim  is  made  in 
good  faith;  that  the  supporting  data  are  accurate  and  complete  to  the  best  of  my  knowledge  and 
belief;  that  the  amount  requested  accurately  reflects  the  contract  adjustment  for  which  Lessee 
believes  Government  is  liable;  and  that  I am  duly  authorized  to  certify  the  claim  on  behalf  of 
Lessee.” 


23.4.4  The  certification  may  be  executed  by  any  person  duly  authorized  to  bind 
Lessee  with  respect  to  the  claim. 

23.5  For  Lessee  claims  of  $100,000  or  less,  the  Command,  must,  if  requested  in  writing 
by  Lessee,  render  a decision  within  60  calendar  days  of  the  request.  For  Lessee-certified  claims 
over  $100,000,  the  Command,  must,  within  60  calendar  days,  decide  the  claim  or  notify  Lessee 
of  the  date  by  which  the  decision  will  be  made. 

23.6  The  Command’s,  decision  shall  be  final  unless  Lessee  appeals  or  files  a suit  as 
provided  in  the  Act. 

23.7  At  the  time  a claim  by  the  Lessee  is  submitted  to  Command  or  a claim  by 
Government  is  presented  to  Lessee,  the  parties,  by  mutual  consent,  may  agree  to  use  ADR. 

When  using  arbitration  conducted  pursuant  to  5 U.S.C.  575-580,  or  when  using  any  other  ADR 
technique  that  the  agency  elects  to  employ  in  accordance  with  the  ADRA,  any  claim,  regardless 
of  amount,  shall  be  accompanied  by  the  certification  described  in  Paragraph  23.4.3  of  this  clause, 
and  executed  in  accordance  with  Paragraph  23.4.4  of  this  clause. 

23.8  Government  shall  pay  interest  on  the  amount  found  due  and  unpaid  by  Government 
from  (1)  the  date  the  Command  receives  the  claim  (properly  certified  if  required),  or  (2)  the  date 
payment  otherwise  would  be  due,  if  that  date  is  later,  until  the  date  of  payment.  With  regard  to 
claims  having  defective  certifications,  as  defined  in  FAR  33.201,  interest  shall  be  paid  from  the 
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date  that  the  Command  initially  receives  the  claim.  Simple  interest  on  claims  shall  be  paid  at  the 
rate,  fixed  by  the  Secretary  of  the  Treasury,  as  provided  in  the  Act,  which  is  applicable  to  the 
period  during  which  the  Command  receives  the  claim  and  then  at  the  rate  applicable  for  each  6- 
month  period  as  fixed  by  the  Treasury  Secretary  during  the  pendency  of  the  claim. 

23.9  Lessee  shall  proceed  diligently  with  the  performance  of  Lease,  pending  final 
resolution  of  any  request  for  relief,  claim,  appeal  or  action  arising  under  Lease,  and  comply  with 
any  decision  of  the  Command. 

24  COVENANT  AGAINST  CONTINGENT  FEES: 

Lessee  warrants  that  no  person  or  agency  has  been  employed  or  retained  to  solicit  or  secure  this 
Lease  upon  an  agreement  or  understanding  for  a commission,  percentage,  brokerage  or 
contingent  fee,  excepting  bona  fide  employees  or  bona  fide  established  commercial  agencies 
maintained  by  Lessee  for  the  purpose  of  securing  business.  For  breach  or  violation  of  this 
warranty.  Government  shall  have  the  right  to  annul  this  Lease  without  liability  or  in  its 
discretion,  to  require  Lessee  to  pay  the  full  amount  of  such  commission,  percentage,  brokerage  or 
contingent  fee. 

25  OFFICIALS  NOT  TO  BENEFIT: 

No  member  of  or  delegate  to  Congress  or  Resident  Commissioner,  shall  be  admitted  to  any  share 
or  part  of  this  Lease  or  to  any  benefit  to  arise  therefrom,  but  this  provision  shall  not  be  construed 
to  extend  to  this  Lease  if  made  with  a corporation  for  its  general  benefit. 

26.  LIENS: 

Lessee  shall  promptly  discharge  or  cause  to  be  discharged  any  valid  lien,  right  in  rem,  claim  or 
demand  of  any  kind,  except  one  in  favor  of  Government,  which  at  any  time  may  arise  or  exist 
with  respect  to  the  Leased  Property  or  materials  or  equipment  furnished  therefor,  or  any  part 
thereof,  and  if  the  same  shall  not  be  promptly  discharged  by  Lessee,  or  should  Lessee  or 
Sublessee  be  declared  bankrupt  or  make  an  assignment  on  behalf  of  creditors,  or  should  the 
leasehold  estate  be  taken  by  execution,  Government  reserves  the  right  to  take  immediate 
possession  without  any  liability  to  Lessee  or  any  Sublessee.  Lessee  and  any  Sublessee  shall  be 
responsible  for  any  costs  incurred  by  Government  in  securing  clear  title  to  its  property. 

27.  TAXES: 

Lessee  shall  pay  or  cause  to  be  paid  to  the  proper  authority,  when  and  as  the  same  become  due 
and  payable,  all  taxes,  assessments  and  similar  charges  which,  at  any  time  during  the  term  of  this 
Lease,  may  be  imposed  upon  Lessee  with  respect  to  its  operations  of  the  Leased  Premises.  Title 
10  United  States  Code,  Section  2667(e)  contains  the  consent  of  Congress  to  the  Taxation  of 
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Lessee's  interest  in  Leased  Premises,  whether  or  not  the  Leased  Premises  are  in  an  area  of 
exclusive  federal  jurisdiction.  Should  Congress  consent  to  taxation  of  Government's  interest  in 
the  property,  this  Lease  will  be  renegotiated. 

28  SUBJECT  TO  EXISTING  AND  FUTURE  EASEMENTS  AND 
RIGHTS-OF-WAY: 


This  Lease  is  subject  to  all  outstanding  easements  and  rights-of-way  for  location  of  any  type  of 
facility  over,  across,  in  and  upon  Leased  Premises  or  any  portion  thereof  and  to  the  right  of 
Government  to  grant  such  additional  easements  and  rights-of-way  over,  across,  in  and  upon 
Leased  Premises  as  it  shall  determine  to  be  in  the  public  interest;  provided  that  any  such 
additional  easement  or  right-of-way  shall  be  conditioned  on  the  assumption  by  the  grantee 
thereof  of  liability  to  Lessee  for  such  damages  as  Lessee  shall  suffer  for  property  destroyed  or 
property  rendered  unusable  on  account  of  the  grantee's  exercise  of  its  rights  thereunder.  There  is 
hereby  reserved  to  the  holders  of  such  easements  and  rights-of-way  as  are  presently  outstanding 
or  which  may  hereafter  be  granted,  to  any  workers  officially  engaged  in  the  construction, 
installation,  maintenance,  operation,  repair  or  replacement  of  facilities  located  thereon,  and  to 
any  Federal,  state  or  local  official  engaged  in  the  official  inspection  thereof,  such  reasonable 
rights  of  ingress  and  egress  over  Leased  Premises  as  shall  be  necessary  for  the  performance  of 
their  duties  with  regard  to  such  facilities. 

29  INGRESS-EGRESS  AND  PARKING: 

Lessee  and  any  Sublessees  will  be  granted  reasonable  access  to  Leased  Premises  under  this 
Lease.  Such  access  will  be  coordinated  with  Government.  Lessee  and  any  Sublessees  agree  to 
adhere  to  all  base  rules  and  regulations  regarding  installation  security,  ingress,  egress,  safety  and 
sanitation  as  may  be  prescribed  from  time  to  time  by  Government. 

30  ADMINISTRATION: 

Except  as  otherwise  provided  for  under  this  Lease,  Government  shall,  under  the  direction  of  the 
Command,  have  complete  charge  of  the  administration  of  this  Lease,  and  shall  exercise  full 
supervision  and  general  direction  thereof  insofar  as  the  interests  of  Government  are  affected. 

31.  SURRENDER: 

Upon  the  expiration  of  this  Lease  or  its  earlier  termination  in  accordance  with  the  terms  of  this 
Lease,  Lessee  shall  quietly  and  peacefully  remove  itself  and  its  property  from  Leased  Premises 
and  surrender  the  possession  thereof  to  Government.  Government  may,  in  its  discretion,  declare 
any  property  which  has  not  been  removed  from  Leased  Premises  upon  expiration  or  termination 
provided  for  above,  as  abandoned  property  upon  giving  to  Lessee  an  additional  30  calendar  days 
notice  after  the  termination  date. 

32  INTEREST: 
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32.1  Notwithstanding  any  other  provision  of  this  Lease,  unless  paid  within  thirty  (30) 
calendar  days  from  the  due  date,  all  amounts  that  become  payable  by  Lessee  to  Government 
under  this  Lease  (net  any  applicable  tax  credit  under  the  Internal  Revenue  Code)  shall  bear 
interest  from  the  date  due.  The  rate  of  interest  will  be  the  Current  Value  of  Funds  rate  published 
by  the  Secretary  of  Treasury  pursuant  to  31  U.S.C.  3717  (Debt  Collection  Act  of  1982). 

32.1 .1  Amounts  shall  be,  subject  to  applicable  cure  periods,  due  upon  the  earliest 
of: 


32.1.1  (a)  the  date  fixed  pursuant  to  this  Lease, 

32.1.1  (b)  the  date  of  the  first  written  demand  for  payment, 
consistent  with  this  Lease,  including  demand  consequent  upon  default  termination, 

32.1.1  (c)  the  date  of  transmittal  by  Government  to  Lessee  of  a proposed 
supplemental  agreement  to  confirm  completed  negotiations  fixing  the  amount, 

32.1.1  (d)  if  this  Lease  provides  for  revision  of  prices,  the  date  of  written 
notice  to  Lessee  stating  the  amount  of  refund  payable  in  connection  with  a pricing  proposal  or  in 
connection  with  a negotiated  pricing  agreement  not  confirmed  by  Lease  supplement. 

33  AVAILABILITY  OF  FUNDS: 


33.1  The  Government’s  obligations  under  this  Lease  are  subject  to  the  availability  of 
funds  appropriated  for  such  purposes.  Nothing  in  this  Lease  shall  be  interpreted  to  require 
obligations  or  payments  by  Government  which  are  in  violation  of  the  Anti-Deficiency  Act  (3 1 
USC  1341). 

34  SPECIAL  PROVISIONS: 


34. 1  Notwithstanding  anything  to  the  contrary  contained  in  this  Lease,  there  shall  be  no 
obligation  for  the  payment  or  expenditure  of  money  by  Lessee  under  this  Lease  unless  the 
Controller  of  the  City  and  County  of  San  Francisco  first  certifies,  pursuant  to  Section  3.105  of 
the  Charter  of  the  City  and  County  of  San  Francisco,  that  there  is  a valid  appropriation  from 
which  the  expenditure  may  be  made  and  that  unencumbered  funds  are  available  from  the 
appropriation  to  pay  the  expenditure.  Without  limiting  the  foregoing,  if  in  any  fiscal  year  of  City 
after  the  fiscal  year  in  which  the  Term  of  this  Lease  commences,  sufficient  funds  for  the  payment 
of  any  payments  required  under  this  Lease  are  not  appropriated  for  any  reason,  then  either  party 
may  terminate  this  Lease  upon  thirty  (30)  calendar  days  written  notice  and  Lessee  shall  quietly 
and  peacefully  remove  itself  and  its  property  from  Leased  Premises  and  surrender  possession 
thereof  to  the  Government.  Notwithstanding  the  foregoing,  this  Section  34.1  shall  not  in  any 
way  limit  or  otherwise  impair  Lessee’s  indemnification  obligation  arising  under  Sections  13.12 
and  16  of  this  Lease. 
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All  correspondence  in  connection  with 
this  contract  should  include  reference  to: 


34.2  Article  1.5  of  the  San  Francisco  Planning  Code  (“Code”)  requires  the  provision  of 
bicycle  storage  at  all  properties  leased  by  the  City  at  no  cost  to  the  landlord,  here  the 
Government,  and  only  if  funds  are  available.  In  the  event  public  and/or  private  donations,  grants 
or  other  funds  become  available,  at  any  time  during  this  Lease,  Lessee  shall  have  the  right  to 
request  that  the  Government  amend  this  Lease  to  include  space  sufficient  for  the  installation  and 
operation  of  bicycle  storage  facilities.  In  the  event  of  storage  locker  installation,  the  storage 
lockers  shall  be  considered  a trade  fixture.  Government,  at  no  cost  to  Government,  shall 
reasonably  cooperate  with  City  regarding  the  implementation  of  this  Code. 

34.3  The  date  on  which  this  Lease  shall  become  effective  (the  "Effective  Date")  is  the 
date  upon  which  (i)  Lessee’s  Mayor  and  Board  of  Supervisors  enact  a resolution  approving  this 
Lease  in  accordance  with  all  applicable  laws  and  (ii)  this  Lease  is  duly  executed  by  the  parties 
hereto. 


34.4  EBSL,  FOSL  and  NEPA  Documentation  are  attached  as  Exhibit  “D”.  These 
documents  contain  restrictions  to  the  Lease  that  must  be  strictly  adhered  to  and  are  made  a part 
hereof. 

35  LIST  OF  EXHIBITS: 

The  following  exhibits  are  a part  of  this  Lease: 

Exhibit  A - Leased  Premises 

Exhibit  B - Inventory  of  Personal  Property 

Exhibit  C - Joint  Inspection  Report 

Exhibit  D - EBS,  FOSL  and  NEPA  Documentation 

Exhibit  E - Utility  Rates  Schedule 

Exhibit  F - Safety  and  Health  Hazards  to  be  Corrected 

Exhibit  G - Government’s  Obligations  to  Abate  Asbestos 
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IN  WITNESS  WHEREOF,  the  parties  hereto  have,  on  the  respective  dates  set  forth  below  duly 
executed  this  Lease  as  of  the  day  and  year  first  above  written. 

WITNESS  THE  UNITED  STATES  OF  AMERICA 


By: 

Real  Estate  Contracting  Officer 


Date: 


TREASURE  ISLAND  DEVELOPMENT  AUTHORITY 


By: 


Title: 


Date: 


APPROVED  AS  TO  FORM 


CITY  ATTORNEY 


c: \ti_ybl\reuse\lea8e8.dgn  Dec . OB.  1590  10: 109  3ohn  Sltiwarl  Company  CeaaurTohnTiMT 


:: \ti_ybi\reu80\leofleB.don  Bee . 67.  1990  m-fTH  John  Slewart  Company  Leaao;  John4b.M(f 


All  correspondence  in  connection  with 
this  contract  should  include  reference  to: 


EXHIBIT  B 


INVENTORY  OF  PERSONAL  PROPERTY 


To  be  completed  at  time  of  move-in  by  both  parties. 


All  correspondence  in  connection  with 
this  contract  should  include  reference  to 


EXHIBIT  C 


JOINT  INSPECTION  REPORT 


To  be  completed  at  time  of  move-in  by  both  parties. 


All  correspondence  in  connection  with 
this  contract  should  include  reference  to: 


EXHIBIT  D 


EBS,  FOSL  AND  NEPA  DOCUMENTATION 


Environmental  Baseline  Survey: 

Site-Specific  Environmental  Baseline  Survey  for  Reuse  Zone  3,  September  1997 
Final  Site-Specific  Environmental  Baseline  Survey  Reuse  Zone  4,  November  1998 

Finding  of  Suitability  to  Lease: 

Finding  of  Suitability  to  Lease  Reuse  Parcel  T099,  May  21,  1997 

Finding  of  Suitability  to  Lease  Reuse  Zone  3 A,  September  1997 

Finding  of  Suitability  to  Lease  Reuse  Zone  3B,  September  1997 

Finding  of  Suitability  to  Lease  Revision  1 Area  of  Reuse  Zone  4,  November  1998 

National  Environmental  Policy  Act  Documentation: 

Record  of  Categorical  Exclusion  for  the  Lease  of  the  “300  Series”  (60  Units)  Family 
Housing  on  Yerba  Buena  Island,  4 Dec  1998 

Record  of  Categorical  Exclusion  for  the  Lease  of  Family  Housing  on  Treasure  Island, 
4 Dec  1998 


All  correspondence  in  connection  with 
this  contract  should  include  reference  to: 


EXHIBIT  E 


UTILITIES  AGREEMENT 

SUPPORTING  LEASE  OF  FIRE  FIGHTING  TRAINING  CENTER 
NAVAL  STATION  TREASURE  ISLAND 


ARTICLE  10,  UTILITIES 

(a)  Portions  of  the  Government's  utilities  systems  serving  the  Station  are  located  within  the 
Premises  and  are  reserved  for  use  by  the  Government  hereunder.  The  Lessee  agrees  to  allow  the 
Government  or  its  utility  suppliers  reasonable  access  to  the  Premises  for  such  operation, 
maintenance,  repair  and  replacement  of  these  utilities  systems  as  may  be  required.  In  executing 
operation,  maintenance,  repair  or  replacement  of  these  systems,  the  Government  agrees  to  take  all 
reasonable  steps  to  limit  interference  with  the  use  of  the  Premises  by  the  Lessee  or  its  approved 
Sublessees  or  assignees. 

(b)  Prior  to  commencement  of  the  term  of  this  Lease,  the  Government  and  the  Lessee  will  agree 
upon  the  terms  and  conditions  for  delivery  of  utility  services  by  the  Government  to  the  Lessee 
which  agreement  will  be  appended  as  Exhibit  “E”  to  this  Lease.  Conditions  will  include  the 
following: 

(1)  Sewage  discharge  by  the  Lessee  to  the  Government  owned  sewer  system  must  meet  all 
requirements  of  any  applicable  waste  water  discharge  permit  or  contract  issued  by  or  between 
the  Government  and  Bay  Area  Water  Quality  Management  Board  for  discharge  of  sewage  from 
the  Station. 

(2)  Storm  water  discharged  from  the  Premises  must  meet  the  requirements  of  permits  issued  to 
the  Government  in  accordance  with  the  National  Pollution  Discharge  Elimination  System 
(NPDES)  for  discharge  of  storm  water  from  the  Station.  In  addition,  the  Lessee  agrees  to 
participate  in  any  storm  water  quality  management  program  required  by  applicable  local,  State, 
or  Federal  regulations. 

(c)  The  Lessee  may,  at  its  own  cost,  replace,  remove,  or  relocate  utility  systems  on  the  Premises  in 
order  to  use  the  Premises,  so  long  as  there  is  no  unreasonable  interference  with  use  by  the 
Government  of  the  utility  systems  and  provided  the  Government  has  approved  the  replacement, 
removal  or  relocation  in  advance.  Government  approval  shall  not  be  unreasonably  denied  or 
delayed. 


All  correspondence  in  connection  with 
this  contract  should  include  reference  to: 


BACKGROUND 

This  exhibit  implements  the  agreement  stipulated  in  ARTICLE  10,  of  the  Lease  between  the  Lessee 
and  the  Government. 

AGREEMENT 

Pursuant  to  the  requirements  stipulated  in  ARTICLE  10  of  said  Lease,  the  Lessee  and  the 
Government  hereby  agree  to  the  following  with  respect  to  Government-owned  utility  systems  and 
to  Government-provided  utility  services: 

1.  General 

All  utility  services  delivered  at  the  premises  shall  be  obtained  from  the  City  and  County  of  San 
Francisco  (CCSF)  in  accordance  with  provisions  of  Cooperative  Agreement  N624749720003 
entered  into  by  the  Navy  and  CCSF.  The  Lessee  agrees  to  conform  to  conditions  of  service  which 
may  be  laid  out  by  CCSF  in  addition  to  the  general  requirements  of  paragraphs  2.0  through  7.0, 
below.  Assistance  in  obtaining  service  from  CCSF  can  be  obtained  by  contacting: 

San  Francisco  Public  Utilities  Commission 
410  Palm  Ave.,  Building  1 
Treasure  Island 
San  Francisco,  CA  94130 

Attn.:  Chuck  Swanson,  Utilities  Project  Manager 
Phone:  415  274  0333 

2.0  Metering 

Electric,  natural  gas  and  water  service  will  be  authorized  by  the  Government  only  after  installation 
of  meters  which  fully  and  exclusively  measure  consumption  on  the  Premises.  Prior  to 
commencement  of  service  the  Lessee  will  insure  that  any  additional  metering  which  may  be 
required  has  been  installed  by  the  San  Francisco  Public  Utilities  Commission  (SFPUC),  as  the 
representative  of  the  CCSF,  or  in  accordance  with  SFPUC  requirements  and  with  written  SFPUC 
authorization.  Unless  otherwise  stipulated  by  the  SFPUC,  the  volume  of  sewer  discharge  from  the 
Premises  will  be  assumed  to  equal  water  consumption  as  measured  by  applicable  meters. 

3.0  Commencement  of  Service 

Service  will  commence  after  the  Lessee,  or  any  Sublessee  authorized  by  the  Government,  has 
established  an  account  with  the  SFPUC  and  has  made  any  advance  service  deposit  which  the 
SFPUC  may  require. 
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All  correspondence  in  connection  with 
this  contract  should  include  reference  to: 


4.0  Rates 


Until  further  notice  by  the  Government,  the  following  rates  are  in  effect: 


Electricity 
Natural  Gas 


Water 

Sewer 


Utility 


Unit 

MWH  (million  watt-hours) 
MFC  (1,000  cubic  feet) 
KGAL  (thousand  gallons) 
KGAL 


Charge 
Per  Unit 

$142.75 
$ 6.00 
$ 5.40 
$ 5.75 


5.0  Billing  and  Payment 

Monthly  bills  for  utilities  services  will  be  issued  by  the  SFPUC  to  the  Lessee  or  to  a Government 
authorized  Sublessee  as  agreed  upon  between  the  Lessee  and  the  SFPUC.  Payment  to  the  SFPUC 
is  due  within  10  working  days  of  receipt  of  the  bill.  Adjustments  to  billed  amounts  may  requested 
only  after  receipt  of  the  billed  amount  by  the  SFPUC  and  may  be  granted  by  the  SFPUC  only  after 
an  error  in  the  originally  presented  bill  is  clearly  established  and  documented. 

6.0  Service  to  Sublessees 

As  stated  in  paragraph  5.0,  above,  payment  for  utility  service  may  be  made  directly  to  the  SFPUC 
by  a Government  authorized  Sublessee,  rather  than  by  the  Lessee,  subject  to  agreement  by  the 
SFPUC.  In  the  event  any  such  agreement  is  made,  the  Lessee  will  insure  that  the  applicable 
sublease  contains  provisions  sufficient  to  bind  the  Sublessee  to  all  conditions  of  service  given  here 
as  well  as  to  any  additional  conditions  of  service  which  may  be  imposed  by  the  SFPUC. 

7.0  Failure  by  Sublessees  to  Make  Payment 

Any  Government  authorized  Sublessee  obligated  to  make  payment  for  utility  services  directly  to 
the  SFPUC  will  be  considered  in  arrears  if  payment  of  any  bill  is  not  received  within  30  working 
days  of  presentation  to  the  Sublessee  by  the  SFPUC.  In  any  such  case,  the  liability  for  payment 
will  immediately  revert  to  the  Lessee  and  will  remain  with  the  Lessee  for  the  remainder  of  the  term 
of  this  Lease. 
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All  correspondence  in  connection  with 
this  contract  should  include  reference  to 


Exhibit  F 


SAFETY  AND  HEALTH  HAZARDS  TO  BE  CORRECTED 


No  safety  and/or  health  hazards  to  be  corrected  by  the  Government. 


All  correspondence  in  connection  with 
this  contract  should  include  reference  to: 


Exhibit  G 


GOVERNMENT’S  OBLIGATIONS  TO  ABATE  ASBESTOS 


No  asbestos  abatement  to  be  performed  by  Government. 
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TREASURE  ISLAND  SUBLEASE,  DEVELOPMENT,  MARKETING,  AND  PROPERTY 
MANAGEMENT  AGREEMENT 


THIS  SUBLEASE,  DEVELOPMENT,  MARKETING  AND  PROPERTY 
MANAGEMENT  AGREEMENT  (the  “Agreement”),  dated  as  of  January  _,  1999,  is  by  and 
between  the  Treasure  Island  Development  Authority  (the  “Authority”)  and  the  John  Stewart 

Company,  a corporation  (“Subtenant”).  From  time  to  time,  the  Authority  and 

Subtenant  together  shall  be  referred  to  herein  as  the  “Parties”. 

This  Agreement  is  made  with  reference  to  the  following  facts  and  circumstances: 

A.  Former  Naval  Station  Treasure  Island  (the  “Base”  or  “Property”)  was  selected 
for  closure  and  disposition  by  the  Base  Realignment  and  Closure  Commission  in  1993,  acting 
under  Public  Law  101-510  and  its  subsequent  amendments,  and  is  currently  owned  by  the  United 
States  of  America,  acting  by  and  through  the  Department  of  Navy  (“Master  Landlord”). 

B.  On  May  2,  1 997,  the  Board  of  Supervisors  of  the  City  and  County  of  San 
Francisco  (the  “City”)  passed  Resolution  No.  244-97-003,  authorizing  the  Mayor’s  Treasure 
Island  Project  Office  (the  “Project  Office”)  to  establish  the  Authority  as  a nonprofit  public 
benefit  corporation  for  the  purpose  of  overseeing  and  implementing  the  redevelopment, 
reconstruction,  rehabilitation,  reuse  and  conversion  of  the  Base  for  the  public  interest, 
convenience,  welfare  and  common  benefit  of  the  inhabitants  of  the  City. 

C.  Under  the  Treasure  Island  Conversion  Act  of  1997,  which  amended 
Section  33492.5  of  the  California  Health  and  Safety  Code  and  added  Section  2.1  to  Chapter  1333 
of  the  Statutes  of  1968  (the  “Act”),  the  California  legislature  (i)  designated  the  Authority  as  a 
redevelopment  agency  under  California  redevelopment  law  with  authority  over  the  Base,  and,  (ii) 
with  respect  to  those  portions  of  the  Base  which  are  former  tide  or  submerged  lands,  vested  in  the 
Authority  the  authority  to  administer  the  public  trust  for  commerce,  navigation  and  fisheries  as  to 
such  property. 


D.  Under  the  Act  and  the  Authority’s  Articles  of  Incorporation  and  Bylaws,  the 
Authority  has  the  power  and  authority,  subject  to  applicable  laws,  to  sell,  lease,  exchange, 
transfer,  convey  or  otherwise  grant  interests  in  or  rights  to  use  or  occupy  all  or  any  portion  of  the 
real  property  located  on  the  Base. 

E.  There  are  approximately  1,000  units  of  housing  available  on  the  Base,  904  on 
Treasure  Island  and  96  on  Yerba  Buena  Island  (the  “Base-Wide  Housing  Units”). 
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F.  The  Authority  seeks  to  have  up  to  766  of  the  Base-Wide  Housing  Units  (as 
shown  on  Exhibits  B-l  and  B-2  attached  hereto  (the  “Potential  Rentable  Units”))  rehabilitated, 
marketed  and  leased  to  residential  sub-subtenants  of  Subtenant  (“Residential  Tenants”),  and 
managed  and  maintained  under  the  terms  and  conditions  of  this  Agreement  in  order  to  (i) 
generate  revenues  for  the  operation  and  improvement  of  the  Base,  thereby  reducing  the 
likelihood  that  the  City’s  General  Fund  revenues  will  have  to  be  used  for  such  purposes,  (ii) 
alleviate  the  critical  shortage  of  housing  in  the  City,  (iii)  encourage  San  Francisco  life/safety 
personnel  and  other  public  employees  (including  teachers)  providing  important  services  to  the 
Base,  and  students  and  faculty  of  a consortium  of  San  Francisco’s  higher  education  institutions, 
to  live  on  the  Base,  (iv)  develop  a critical  mass  of  persons  who  live  and  work  on  the  Base  by 
creating  a residential  community  that  reflects  the  socioeconomic  and  cultural  diversity  of  the 
City  and  the  San  Francisco  Bay  Area,  and  (v)  prevent  the  further  physical  deterioration  of  Base- 
Wide  Housing  Units  (together,  the  “Project”).  The  Authority  intends  to  utilize  the  net  Project 
revenues  to  which  it  is  entitled  hereunder  to  make  long-term  improvements  toward  the 
revitization  and  conversion  of  the  Base. 

G.  Pursuant  to  the  Federal  Base  Closure  Community  Redevelopment  and 
Homeless  Assistance  Act  of  1994,  the  Treasure  Island  Homeless  Development  Initiative 
(“TIHDI”)  and  the  City  negotiated  a Base  Closure  Homeless  Assistance  Agreement  and  Option 
to  Lease  Real  Property  (the  “TIHDI  Agreement”),  which  was  endorsed  by  the  City’s  Board  of 
Supervisors  and  approved  by  the  United  States  Department  of  Housing  and  Urban  Development. 
Under  the  TIHDI  Agreement,  TIHDI,  among  other  things,  has  the  right,  upon  the  satisfaction  of 
certain  conditions  precedent,  to  lease  up  to  90  of  the  Base-Wide  Housing  Units  on  Yerba  Buena 
Island  (41  of  which  are  available  to  the  Authority  for  up  to  seven  years)  and  up  to  285  Base- 
Wide  Housing  Units  on  Treasure  Island  (together,  the  “TIHDI  Units”). 

H.  Pursuant  to  separate  subleases  between  the  Authority  and  TIHDI  member 
organizations,  TIHDI  will  use  up  to  222  of  the  TIHDI  Units  for  homeless  and  economically 
disadvantaged  San  Franciscans  as  provided  under  the  TIHDI  Agreement.  In  addition,  pursuant 

to  that  certain  Sharing  Agreement,  dated  January , 1998,  between  TIHDI  and  the  Authority, 

TIHDI  will  allow  the  Authority  and  Subtenant  to  use  up  to  1 12  of  the  TIHDI  Units  for  the 
Project  for  the  term  of  this  Agreement,  in  exchange  for  a percentage  of  the  net  revenues 
generated  by  such  units  to  which  the  Authority  is  paid  under  this  Agreement. 

I.  On  January  28,  1998,  the  Authority  and  the  City  issued  a Request  for 
Qualifications  (“RFQ”),  soliciting  interest  from,  and  establishing  a means  to  evaluate  the 
qualifications  of,  prospective  entities  to  rehabilitate,  market,  lease,  and  manage  the  Base-Wide 
Housing  Units. 

J.  After  a selection  committee  appointed  by  the  Project  Office  completed  its 
evaluation  of  all  responses  to  the  RFQ,  the  Authority  adopted  a resolution  confirming  the 
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selection  of  Subtenant  as  the  most  qualified  respondent  and  authorizing  the  Project  Office  to 
begin  exclusive  negotiations  with  Subtenant  to  implement  the  Project. 

K.  Master  Landlord  and  the  Authority  entered  into  a lease  dated 

1998  (the  “Master  Lease”),  a copy  of  which  is  attached  hereto  as  Exhibit  A.  Under 

the  Master  Lease,  Master  Landlord  leased  to  the  Authority,  among  other  things,  585  units  of 
unoccupied  housing  on  the  Base,  as  well  as  certain  related  facilities  and  common  areas,  all  as 
more  particularly  shown  on  Exhibit  B-l  attached  hereto  (together,  the  “Phase  1 Premises”). 

L.  Upon  the  completion  of  certain  hazardous  materials  remediation  by  the  Master 
Landlord,  the  Authority  and  the  Master  Landlord  intend  to  enter  into  one  or  more  amendments  to 
the  Master  Lease  to  add  up  to  181  additional  units  of  the  Base-Wide  Housing  Units  and  certain 
related  facilities  and  common  areas  to  the  demised  premises  under  the  Master  Lease  (the 
“Potential  Phase  2 Premises”).  The  Potential  Phase  2 Premises  are  shown  on  the  map  attached 
hereto  as  Exhibit  B-2. 

M.  The  Authority  and  the  Subtenant  have  negotiated  and  agreed  upon  the  terms 
and  conditions  upon  which  the  Authority  will  sublease  to  the  Subtenant  the  Phase  1 Premises 
(and,  subject  to  the  satisfaction  of  the  conditions  precedent  set  forth  in  Section  1.3  below,  the 
Potential  Phase  2 Premises),  and  the  Authority  and  Subtenant  now  desire  to  enter  into  a sublease 
of  the  Phase  1 Premises  and,  subject  to  the  satisfaction  of  the  conditions  precedent  set  forth  in 
Section  1.3  below,  the  Potential  Phase  2 Premises,  on  and  subject  to  the  terms  and  conditions  set 
forth  herein.  The  Authority  and  the  Subtenant  have  entered  into  this  transaction  based,  in  part, 
on  the  Sample  Financial  Projections,  attached  as  Exhibit  R. 

NOW  THEREFORE,  in  consideration  of  the  foregoing,  and  other  good  and 
valuable  consideration,  the  Authority  and  Subtenant  hereby  agree  as  follows: 

1.  PREMISES 

1.1.  Phase  1 Premises.  Subject  to  the  terms,  covenants  and  conditions  of  this 
Agreement,  the  Authority  hereby  subleases  to  Subtenant,  and  Subtenant  hereby  accepts  from  the 
Authority,  the  Phase  1 Premises,  together  with  reasonable  rights  of  ingress  and  egress  to  and 
from  the  Phase  1 Premises. 

1.2.  Phase  2 Premises.  Subject  to  the  terms,  covenants  and  conditions  of  this 
Agreement,  the  Authority  shall  automatically  sublease  to  Subtenant,  and  Subtenant  shall 
automatically  accept  from  the  Authority  , all  or  any  portion  of  the  Potential  Phase  2 Premises  that 
satisfies  the  Conditions  Precedent  described  in  Section  1.3  below  (the  “Phase  2 Premises”,  and 
together  with  the  Phase  1 Premises,  the  “Premises”),  together  with  reasonable  rights  of  ingress 
and  egress  to  and  from  the  Phase  2 Premises,  which  Phase  2 Premises  shall  automatically  be 
subject  to  the  terms  and  conditions  of  this  Agreement 
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1.3.  Conditions  Precedent.  Potential  Phase  2 Premises  shall  automatically  be 
converted  into  Phase  2 Premises,  and  thereby  made  subject  to  the  terms  and  conditions  of  this 
Agreement,  if  and  when  each  of  the  following  conditions  (the  “Conditions  Precedent”)  have  been 
satisfied  as  evidenced  by  the  Certificate  described  in  Section  1.4  below: 

(a)  Master  Lease  and  FOSL.  Master  Landlord  has  issued  a Finding  of 
Suitability  to  Lease  (“FOSL”)  for  such  Potential  Phase  2 Premises  reasonably  acceptable  to 
Subtenant  and  the  Authority,  and  the  Master  Lease  has  been  amended  to  include  such  Potential 
Phase  2 Premises  within  the  terms  of  the  Master  Lease  in  a form  reasonably  acceptable  to 
Subtenant  and  the  Authority. 

(b)  TIHDI  Consent.  TIFIDI  has  consented  to  Subtenant’s  use  of  any  TIHDI 
Units  that  are  a part  of  such  Potential  Phase  2 Premises  in  the  Sharing  Agreement. 

(c)  Costs  of  Code  Compliance.  The  Authority  and  Subtenant  have  agreed 
that  the  costs  of  completing  the  Work  (as  defined  in  Section  1.5(b)  below)  for  such  Potential 
Phase  2 Premises  is  no  more  than  the  estimated  costs  of  completing  the  Work  for  such  Potential 
Phase  2 Premises  shown  in  the  Capital  Budget  (described  in  Section  4.2  below). 

(d)  Condition  of  Potential  Phase  2 Premises.  There  has  been  no  material 
adverse  change  in  the  condition  of  the  Potential  Phase  2 Premises  from  the  condition  existing  as 
of  the  date  of  this  Agreement, 

(e)  Sufficiency  of  Remaining  Maximum  Term  of  Agreement.  The 

conditions  set  forth  in  Sections  1.3(a)-(d)  above  have  been  or  will  be  satisfied  for  such  Potential 
Phase  2 Premises  on  or  before  August  1,  2000,  provided,  however,  the  condition  set  forth  in  this 
Section  1.3(e)  may  be  waived  by  Subtenant  in  Subtenant’s  sole  and  absolute  discretion. 

1.4.  Certificate  of  Satisfaction  of  the  Conditions  Precedent.  The  Authority  and 
Subtenant  shall  execute  one  or  more  certificates  in  the  form  attached  hereto  as  Exhibit  C 
conclusively  evidencing  the  satisfaction  of  the  Conditions  Precedent  as  to  all  or  any  portion  of 
the  Potential  Phase  2 Premises  promptly  upon  the  occurrence  thereof,  and  such  certificate(s)  shall 
be  deemed  an  amendment  to  and  incorporated  by  reference  in  this  Agreement.  Such 
certificate(s)  shall  also  contain  a representation  similar  to  that  set  forth  in  Section  1.5  below  with 
respect  to  the  Potential  Phase  2 Premises  described  in  that  certificate. 

1.5.  As  Is  Condition  of  Premises. 

(a)  Inspection  of  Phase  1 Premises.  Subtenant  represents  and  warrants  that 
Subtenant  has  conducted  a thorough  and  diligent  inspection  and  investigation,  either 
independently  or  through  Subtenant’s  agents,  affiliates,  subsidiaries,  licensees,  contractors, 
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subcontractors,  and  each  of  the  persons  acting  by,  through  or  under  each  of  them,  and  their 
respective,  legal  representatives,  successors  and  assigns  (“Subtenant's  Agents”)  of  the  Phase  1 
Premises  and  the  suitability  of  the  Phase  1 Premises  for  Subtenant’s  intended  use.  Subtenant  has 
determined,  based  on  its  own  investigation,  that  the  Phase  1 Premises  are  suitable  for  its 
operations  and  intended  uses.  As  part  of  its  inspection  of  the  Phase  1 Premises,  Subtenant 
acknowledges  that  it  has  received,  reviewed  and  understands  of  the  Seismic  Report  and  the 
Structural  Report  referenced  in  Section  1.5(b)(i)  and  (ii)  below  and  the  Joint  Inspection  Report 
referenced  in  Section of  the  Master  Lease. 

(b)  As  Is;  Disclaimer  of  Representations.  Without  limiting  any  of  the 
Authority’s  obligations  herein,  Subtenant  acknowledges  and  agrees  that  the  Premises  are  being 
subleased  and  accepted  in  their  “AS  IS,  WITH  ALL  FAULTS”  condition,  without  representation 
or  warranty  of  any  kind  and  subject  to  all  applicable  laws,  statutes,  ordinances,  resolutions, 
regulations,  proclamations,  orders  or  decrees  of  any  municipal,  county,  state  or  federal 
government  or  other  governmental  or  regulatory  authority  with  jurisdiction  over  the  Premises,  or 
any  portion  thereof,  including  the  use,  occupancy,  management,  operation  and  possession  of  the 
Premises  (“Laws”).  Subtenant  acknowledges  and  agrees  that  the  Premises,  as  renovated,  must 
comply  with  the  Federal  Government’s  FEMA-178  seismic  life  safety  standard  as  the  same  exist 
as  of  the  date  hereof.  Subtenant  acknowledges  and  agrees  that,  except  as  expressly  provided 
herein,  neither  the  Authority  nor  any  of  the  Authority’s  agents,  affiliates,  subsidiaries,  licensees, 
contractors,  boards,  commissions,  departments,  agencies  and  other  subdivisions  and  each  of  the 
persons  acting  by,  through  or  under  each  of  them,  and  their  respective  heirs,  legal 
representatives,  successors  and  assigns  (“Authority’s  Agents”)  have  made,  and,  without  limiting 
any  of  its  obligations  hereunder,  the  Authority  hereby  disclaims,  any  representations  or 
warranties,  express  or  implied,  concerning  (i)  the  physical,  geological,  seismological  or 
environmental  condition  of  the  Premises,  including,  without  limitation,  the  matters  described  in 
the  Seismic  Report  or  the  Structural  Report,  (ii)  the  quality,  nature  or  adequacy  of  any  utilities 
serving  the  Premises,  (iii)  the  feasibility  or  cost  of  making  the  improvements  to  the  Premises  that 
are  set  forth  in  the  Work  Plan  and  Capital  Budget  attached  hereto  as  Exhibit  D (the  “Work”),  (iv) 
the  safety  of  the  Premises,  whether  for  the  use  of  Subtenant,  Subtenant’s  Agents,  or  any  clients, 
customers,  vendors,  invitees,  guests,  or  licensees  of  Subtenant,  including  Residential  Tenants 
(“Subtenant’s  Invitees”),  or  (v)  any  other  matter  whatsoever  relating  to  the  Premises  or  their  use, 
including,  without  limitation,  any  implied  warranties  of  merchantability  or  fitness  for  a particular 
purpose. 


(i)  Seismic  Report  and  Structural  Report.  Without  limiting 
Section  1.5(b)  above.  Subtenant  expressly  acknowledges  for  itself  and  Subtenant’s  Agents  that  it 
has  received  and  read,  and  has  had  an  adequate  opportunity  to  review  with  expert  consultants  of 
its  own  choosing,  the  following: 

(ii)  That  certain  report  dated  August  1995,  entitled  “ Treasure  Island 
Reuse  Plan:  Physical  Characteristics,  Building  and  Infrastructure  Conditions,  ” prepared  for  the 
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Office  of  Military  Base  Conversion,  Department  of  City  Planning,  and  the  Redevelopment 
Agency  of  the  City  and  County  of  San  Francisco  (the  “Seismic  Report”),  a copy  of  the  cover 
page  of  which  is  attached  hereto  as  Exhibit  E-l. 

(iii)  That  certain  Treasure  Island  Study,  Seismic  Evaluation  of  the  1440 
Series  Housing  prepared  by  SOH  and  Associates,  dated  May  20,  1996,  a copy  of  the  cover  page 
of  which  is  attached  hereto  as  Exhibit  E-2  (the  “Structural  Report”). 

2.  COMPLIANCE  WITH  MASTER  LEASE 

2. 1 . The  Authority’s  Compliance  with  Master  Lease.  The  Authority  shall  not  do  or 
permit  to  be  done  anything  or  fail  to  perform  any  obligation  that  would  constitute  a violation  or  a 
breach  of  any  of  the  terms,  conditions  or  provisions  of  the  Master  Lease  or  which  would  cause 
the  Master  Lease  to  be  terminated  or  forfeited  by  virtue  of  any  rights  of  termination  reserved  by 
or  vested  in  the  Master  Landlord.  In  addition,  the  Authority  shall  not  amend  or  modify  the 
Master  Lease  in  any  material  respect  without  Subtenant’s  prior  written  consent. 

2.2.  Subtenant’s  Compliance  with  Master  Lease.  Subtenant  shall  not  do  anything, 
permit  anything  to  be  done  by  its  Agents  or  Invitees  or  fail  to  perform  any  obligation  that  would 
constitute  a violation  or  a breach  of  any  of  the  terms,  conditions  or  provisions  of  Sections  4.  6.3. 
8.1,  9,  11,  12.2,  12.6,  13  (other  than  13.9  and  13.12),  or  18.1  through  18.1.5  of  the  Master  Lease 
as  such  terms,  conditions  or  provisions  may  be  modified  by  the  Estoppel  Certificate  attached 
hereto  as  Exhibit  A-l. 

2.3.  Automatic  Termination.  If  the  Master  Lease  terminates  for  any  reason 
whatsoever,  this  Agreement  shall  automatically  terminate  and  the  Parties  shall  thereafter  be 
relieved  from  all  liabilities  and  obligations  under  this  Agreement,  except  for  liabilities  and 
obligations  which  expressly  survive  termination  of  this  Agreement  and  except  as  specifically 
provided  in  Sections  3.2(a),  21  and  22  below.  For  purposes  of  this  Section,  the  Master  Lease 
shall  be  treated  as  terminated  for  the  period,  and  with  respect  to  the  Units,  that  the  Navy  requires 
to  be  evacuated  pursuant  to  Section  15  of  the  Master  Lease. 

3.  TERM 

3.1 . Term  of  Agreement.  The  Premises  are  subleased  for  a term  (the  “Term”) 
commencing  on  the  date  (the  “Commencement  Date”)  which  is  the  latest  of  the  dates  on  which 
(a)  the  Parties  hereto  have  duly  executed  and  delivered  this  Agreement,  (b)  subject  to  the  terms 
of  Section  3.2(b)  below,  all  applicable  statutes  of  limitation  have  run  without  the  filing  or 
commencement  of  any  judicial  or  administrative  action  or  proceeding  in  a court  of  competent 
jurisdiction  with  respect  to  either  the  Notice  of  Exemption  for  this  Agreement  filed  by  the 
Authority  under  the  California  Environmental  Quality  Act  or  the  Notice  of  Categorical 
Exemption  for  the  Master  Lease  filed  by  the  Master  Landlord  under  the  National  Environmental 
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Protection  Act  (collectively,  an  “Environmental  Challenge”),  and  (c)  the  Authority’s  Board  of 
Directors  and  the  City’s  Board  of  Supervisors  have  approved  this  Agreement  and  the  City 
Guaranty  in  their  respective  sole  and  absolute  discretion,  and  expiring  on  the  date  (the 
“Expiration  Date”)  which  is  seven  (7)  years  after  the  Commencement  Date,  unless  sooner 
terminated  or  extended  pursuant  to  the  terms  of  this  Agreement.  The  parties  hereby  acknowledge 
that  they  believe  that  all  applicable  statutes  of  limitations  related  to  an  Environmental  Challenge 
will  have  expired  within  35  days  of  the  due  publication  and  posting  of  the  Notice  of  Exemption 
for  this  Agreement  filed  by  the  Authority  under  the  California  Environmental  Quality  Act  and 
that  no  challenge  can  be  raised  to  the  Notice  of  Categorical  Exemption  for  the  Master  Lease  filed 
by  the  Master  Landlord  under  the  National  Environmental  Protection  Act  after  35  days  of  due 
publication,  and  the  parties  will  treat  the  condition  in  clause  (b)  of  this  Section  3.1  as  having 
been  satisfied  at  the  end  of  such  35  days  if  no  challenge  has  occurred  by  that  time,  unless  and 
until  a competent  authority  makes  a finding  to  the  contrary..  The  Estimated  Commencement 
Date  is  March  1,  1999.  If  the  Commencement  Date  occurs  on  a date  other  than  the  Estimated 
Commencement  Date,  then  the  Authority  shall  deliver  to  Subtenant  a notice  substantially  in  the 
form  of  Exhibit  F attached  hereto,  confirming  the  actual  Commencement  Date,  but  Authority's 
failure  to  do  so  shall  not  affect  the  commencement  of  the  Term. 

3.2.  Automatic  Extension.  The  Term  of  this  Agreement  shall  be  automatically 
extended,  at  Subtenant’s  election,  on  the  conditions  and  for  the  periods  described  below: 

(a)  If  the  Master  Lease  is  terminated  by  the  Master  Landlord  under  Sections 
14._  or  14._  of  the  Master  Lease,  and  the  Authority  regains  possession  and  control  of  the 
Premises  in  a manner  and  a condition  which  would  allow  Subtenant  to  use  the  Premises  for  the 
purposes  contemplated  herein,  the  Term  of  this  Agreement  shall  be  automatically  extended  for 
the  longer  of  (i)  the  period  until  the  amount  in  the  Ledger  Account  (as  calculated  pursuant  to 
Section  13.2  below)  is  zero  or  (ii)  365  days. 

(b)  If  the  Commencement  Date  would  have  occurred  pursuant  to  Section  3.1 
above  but  for  the  filing  of  an  Environmental  Challenge  as  described  in  Section  3.1(b).  and  the 
delay  caused  by  such  Environmental  Challenge  would  result  in  the  Commencement  Date 
occurring  more  than  one  year  after  the  date  on  which  the  conditions  in  Sections  3.1(a)  and  3.1(c) 
are  satisfied.  Subtenant  may,  in  its  sole  discretion,  elect  to  have  the  Commencement  Date  occur 
on  such  one  year  anniversary  of  the  date  on  which  the  conditions  in  Sections  3.1(a)  and  3.1(c)  are 
satisfied,  by  providing  written  notice  thereof  to  the  Authority  at  least  thirty  (30)  days  prior  to 
such  one  year  anniversary.  If  Subtenant  does  not  timely  provide  such  written  notice,  this 
Agreement  shall  automatically  terminate  on  such  one  year  anniversary. 

(c)  If  the  Authority  or  the  Planning  Commission  of  the  City  in  their 
certification  of  the  program  Environmental  Impact  Report  for  the  reuse  of  the  Base,  which  is 
expected  in  the  summer  of  1999,  adopts  mitigation  measures  which  when  implemented  is 
reasonably  likely  to  materially  adversely  affect  the  development,  marketing,  leasing  or  operation 
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of  the  Premises  as  contemplated  herein  (“Mitigation  Measures”),  Subtenant  may  elect,  in  its  sole 
discretion,  to  either  terminate  this  Agreement  or  delay  or  desist  in  the  commencing  or  completing 
of  the  Work,  in  either  case  by  providing  the  Authority  with  written  notice  thereof  within  thirty 
(30)  days  of  Subtenant’s  receipt  of  written  notice  of  the  imposition  of  such  Mitigation  Measures. 
If  Subtenant  elects  to  delay  or  desist  commencing  or  completing  the  Work  because  of  such 
Mitigation  Measures,  the  Term  of  this  Agreement  shall  automatically  be  extended  by  the  lesser 
of  (i)  the  number  of  days  Subtenant  delays  or  desists  commencing  or  completing  the  Work 
because  of  such  Mitigation  Measures  or  (ii)  182  days  from  Subtenant’s  election  to  delay  or  desist 
commencing  or  completing  the  Work.  Notwithstanding  the  foregoing,  if  Subtenant  fails  to 
commence  or  recommence  the  Work  within  182  days  of  Subtenant’s  election  to  delay  or  desist 
commencing  or  completing  the  Work,  this  Agreement  shall  automatically  terminate. 

(d)  If  commencement  or  completion  of  the  Work  is  delayed  by  Force  Majeure 
Events  (as  defined  in  Section  4.4(c)  below),  the  Term  of  this  Agreement  shall  automatically  be 
extended  by  the  length  of  such  Force  Majeure  Events;  provided,  however,  that  if  commencement 
or  completion  of  the  Work  is  delayed  for  more  than  twelve  (12)  months  by  such  Force  Majeure 
Events,  this  Agreement  may,  at  Subtenant’s  election,  terminate,  and  if  commencement  or 
completion  of  the  Work  is  delayed  for  more  than  twenty-four  (24)  months  by  such  Force 
Majeure  Events,  this  Agreement  may,  at  either  Party’s  election,  terminate,  unless  the  other  Party 
(within  ten  (10)  days  of  receipt  of  the  other  Party’s  written  election  to  terminate  this  Agreement) 
waives  the  application  of  the  Force  Majeure  provisions  with  respect  to  any  further  extension  of 
time. 


(e)  If  the  Premises  are  damaged  or  destroyed  as  provided  in  Sections  19.3(b) 
below,  the  Term  of  this  Agreement  shall  be  extended  as  provided  therein. 

(0  If  the  Conditions  Precedent  described  in  Sections  1.3(a)  and  (b)  above 
have  not  been  satisfied  by  August  1,  2000  as  to  at  least  seventy-five  percent  (75%)  of  the 
Potential  Phase  2 Premises,  the  Term  shall  be  extended  by  a period  equal  to  the  lesser  of  (i)  365 
days  or  (ii)  the  number  of  days  between  August  1,  2000  and  the  date  such  Conditions  Precedent 
has  been  satisfied  as  to  all  of  the  Potential  Phase  2 Premises. 

4.  WORK  TO  BE  COMPLETED  BY  SUBTENANT 

4.1 . Scope  of  the  Work.  As  In-Kind  Rent  (as  defined  herein),  subject  to  the 
occurrence  of  Force  Majeure  Events  and  subject  to  Subtenant’s  rights  to  elect  not  to  proceed  with 
all  or  some  of  the  Work  (as  described  in  Sections  4.2  (a)  and  (b)  below).  Subtenant  shall  perform 
the  Work  on  all  of  the  Potential  Rentable  Units  that  are  included  in  the  Premises  under  the  terms 
and  conditions  of  this  Agreement  (“Rentable  Units”),  in  substantial  conformance  with  the  Work 
Plan.  Subtenant  shall  perform  the  Work  in  a good  and  workmanlike  fashion  and  in  accordance 
with  applicable  Laws.  All  Rentable  Units  shall  at  all  times  remain  the  property  of  the  Authority 
during  the  Term,  and,  as  the  improvements  and  renovations  are  completed  for  each  of  the 
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Rentable  Units,  title  to  such  improvements  and  renovations  shall  automatically  vest  in  the 
Authority  and  be  leased  to  Subtenant  hereunder. 

4.2.  Cost  of  the  Work.  The  estimated  cost  of  the  Work  is  shown  on  the  capital 
budget  attached  hereto  as  Exhibit  G (said  capital  budget,  as  amended  from  time  to  time,  the 
“Capital  Budget’).  To  the  extent  the  aggregate  cost  of  the  Work  is  not  more  than  the  total 
Capital  Budget,  Subtenant’s  actual  costs  of  performing  the  Work  shall  be  added  to  the  Ledger 
Account  pursuant  to  Section  13.2  below.  Subtenant  must  first  obtain  the  written  approval  of  the 
Executive  Director  of  the  Authority  (the  “Executive  Director’),  which  approval  shall  not  be 
unreasonably  withheld  or  delayed,  if  the  aggregate  cost  of  the  Work  exceeds  the  total  Capital 
Budget  and  Subtenant  desires  that  such  excess  costs  be  added  to  the  Ledger  Account  pursuant  to 
Section  13.2  below. 

(a)  Notwithstanding  the  above,  Subtenant  may  elect  not  to  proceed  with  the 
Work  for  any  given  set  of  Rentable  Units  specifically  identified  as  a “building”  in  the  Capital 
Budget  (any  such  set  shall  hereinafter  be  referred  to  as  a “Building”)  or  any  particular  Rentable 
Unit,  if  it  is  reasonably  likely  that  the  total  cost  of  the  Work  paid  or  incurred  or  reasonably 
anticipated  to  be  paid  or  incurred  for  such  Building  or  Rentable  Unit  will  exceed  one  hundred  ten 
percent  (110%)  of  the  Capital  Budget  for  such  Building  or  Rentable  Unit.  For  purposes  of 
determining  the  total  cost  of  the  Work  with  respect  to  a particular  Rentable  Unit,  the  cost  of  the 
Work  on  such  Rentable  Unit  will  be  that  stated  in  the  Capital  Budget  if  separately  stated  in  the 
Capital  Budget  or,  if  not  so  separately  stated,  the  cost  of  the  Work  on  the  Rentable  Unit  shall  be 
the  cost  of  the  Work  on  the  Building  set  forth  in  the  Capital  Budget  divided  by  the  number  of 
Rentable  Units  in  the  Building.  The  costs  of  landscaping  and  allocated  costs  set  forth  in  the 
Capital  Budget  are  treated  as  part  of  the  costs  of  a Building  or  Rentable  Unit  shown  in  the 
Capital  Budget. 

(b)  Additionally,  Subtenant  may  elect  not  to  proceed  with  the  Work  for  the 
remainder  of  all  of  the  Rentable  Units  if  it  is  reasonably  likely  that  (i)  the  total  cost  of  the  Work 
paid  or  incurred  or  reasonably  anticipated  to  be  paid  or  incurred  for  the  remainder  of  all  of  the 
Rentable  Units  together  with  the  costs  of  the  Work  previously  paid  or  incurred  with  respect  to  all 
other  Rentable  Units  will  exceed  the  total  Capital  Budget  for  all  Rentable  Units,  or  (ii)  the 
balance  in  the  Ledger  Account,  as  calculated  pursuant  to  Section  13.2  will  exceed,  at  any  time  in 
the  future,  $7,000,000.  For  purposes  of  Section  4.2(b)(i)  above,  amounts  previously  paid  or 
incurred  by  Subtenant  on  any  Rentable  Unit  or  Building  in  excess  of  115%  of  the  Capital  Budget 
for  such  Unit  shall  only  be  taken  into  account  if  the  Authority  approved  the  payment  or 
incurrence  of  such  excess. 

4.3.  Election  Not  to  Proceed  with  Renovations.  If  Subtenant  determines  not  to 
proceed  with  the  Work  with  respect  to  some  or  all  of  the  Rentable  Units  or  Buildings  as 
permitted  under  Section  4.2(a)  and  (b)  above.  Subtenant  shall  provide  the  Authority  with  written 
notice  of  such  determination,  which  notice  shall  state  for  which  Rentable  Units  or  Buildings  the 
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Work  will  not  be  performed  and  document  the  basis  of  the  estimated  costs  of  such  work.  Any 
Rentable  Units  or  Buildings  listed  in  such  notice  shall  be  released  from  the  scope  of  this 
Agreement  (and  deleted  from  the  description  of  the  Premises  hereunder).  Subtenant  and  the 
Authority  shall  execute  such  amendments  to  this  Sublease  as  may  be  necessary  to  reflect  such 
release  and  deletion.  Additionally,  the  Authority  shall  use  reasonable  efforts  to  cause  the  Master 
Lease  to  be  amended  so  that  such  Rentable  Units  or  Buildings  are  released  from  the  scope  of  the 
Master  Lease  and  deleted  from  the  description  of  the  premises  thereunder. 

4.4.  Timing  of  Construction.  Subject  to  the  terms  of  this  Section  4.4.  Subtenant  shall 
complete  the  Work  with  respect  to  an  average  of  at  least  forty  (40)  Rentable  Units  each  calendar 
month,  commencing  in  the  fourth  (4th)  calendar  month  following  the  month  in  which  the 
Commencement  Date  falls,  subject  to  extension  for  any  month  during  which  a Force  Majeure 
Event  (as  defined  below)  occurs  and  continues  for  more  than  five  (5)  business  days,  and  any 
month  in  which  the  80%  Rule  (as  defined  below)  is  in  effect  (the  “Construction  Obligations”). 
Without  incurring  any  liability  for  its  failure  to  do  so,  Subtenant  agrees  to  use  good  faith  efforts 
to  complete  the  Work  with  respect  to,  and  begin  efforts  to  lease  to  potential  Residential  Tenants, 
an  average  of  at  least  fifty-five  (55)  units  each  calendar  month,  commencing  in  the  fourth  (4th) 
calendar  month  following  the  month  in  which  the  Commencement  Date  falls,  subject  to 
extension  for  any  Force  Majeure  Event  or  pursuant  to  the  80%  Rule.  Subtenant  shall  not  be 
required  to  comply  with  the  Construction  Obligations  for  any  month  if  less  than  eighty  percent 
(80%)  of  all  of  the  Rentable  Units  for  which  the  Work  was  completed  at  the  end  of  the  prior 
month  are  not  leased,  if  such  lack  of  leasing  is  due  to  a lack  of  demand  despite  the  exercise  by 
Subtenant  of  commercially  reasonable  efforts  in  marketing  such  Rentable  Units  for  lease  (the 
“80%  Rule”).  As  used  herein  the  term  “Construction  Months”  shall  mean  the  number  of  full 
calendar  months  that  have  elapsed  since  the  Commencement  Date  occurred,  minus:  (i)  three 
months,  (ii)  the  number  of  months  during  which  a Force  Majeure  Event  occurred  and  continued 
for  more  than  five  (5)  business  days,  and  (iii)  the  number  of  months  during  which  the  80%  Rule 
was  in  effect. 


(a)  Termination  Right  of  the  Authority.  If,  at  the  end  of  the  initial  four  (4) 
Construction  Months,  or  at  the  end  of  any  other  Construction  Month  thereafter,  Subtenant  has 
not  fulfilled  the  Construction  Obligations  on  an  aggregate  basis,  regardless  of  the  number  of 
Rentable  Units  for  which  the  Work  is  completed  in  any  particular  Construction  Month,  the 
Authority  may  provide  Subtenant  with  written  notice  of  such  failure  (a  “First  Termination 
Notice”),  which  First  Termination  Notice  shall  set  forth  Subtenant’s  failure  with  reasonable 
specificity.  After  receipt  of  such  First  Termination  Notice,  Subtenant  shall  have  two  (2) 
Construction  Months  (the  “Construction  Cure  Period”)  in  which  to  complete  the  Work  to  a 
sufficient  number  of  Rentable  Units  so  that,  at  the  end  of  the  Construction  Cure  Period, 
Subtenant  has  completed  the  Work  for  an  average  of  at  least  forty  (40)  Rentable  Units  each 
Construction  Month.  By  way  of  example  only,  if  at  the  end  of  the  eighth  (8th)  full  calendar 
month  following  the  month  in  with  the  Commencement  Date  falls.  Subtenant  has  completed  the 
Work  with  respect  to  a total  of  145  Rentable  Units,  and  a Force  Majeure  Event  occurred  and 
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continued  for  more  than  five  (5)  business  days  during  one  month  (and  the  80%  Rule  was  not  in 
effect  for  any  month),  the  Authority  would  be  entitled  to  provide  Subtenant  with  a First 
Termination  Notice  that  Subtenant  was  required  to  have  completed  the  Work  with  respect  to  160 
Rentable  Units  by  such  time  (8  months  less  the  first  3 months  (during  which  no  Rentable  Units 
are  expected  to  be  completed),  less  one  month  due  to  the  Force  Majeure  Event  continuing  for  at 
least  five  (5)  business  days  during  a month,  equals  4 months,  multiplied  by  40  Rentable  Units  per 
month,  equals  160  Rentable  Units).  After  receiving  such  First  Termination  Notice,  Subtenant 
would  then  have  two  (2)  Construction  Months  to  complete  the  Work  with  respect  to  a sufficient 
number  of  Rentable  Units  such  that,  at  the  end  of  the  Cure  Period,  and  assuming  no  further  Force 
Majeure  Events  or  applications  of  the  80%  Rule,  Subtenant  had  completed  the  Work  with  respect 
to  a minimum  of  Two  Hundred  Forty  (240)  units  (10  months  less  the  first  3 months,  less  1 month 
due  to  a Force  Majeure  Event  continuing  for  at  least  five  (5)  business  days  during  a month, 
equals  6 months,  multiplied  by  40  Rentable  Units  per  month,  equals  240  Rentable  Units). 

(b)  Exercise  of  Termination  Right  of  the  Authority. 

(i)  If,  after  receiving  a First  Termination  Notice  as  set  forth  in  Section 
4.4  (a)  above  and  after  the  expiration  of  the  Construction  Cure  Period,  Subtenant  has  failed  to 
satisfy  the  Construction  Obligations,  the  Authority  shall  have  the  right,  but  not  the  obligation, 
exercisable  immediately  upon  receipt  by  Subtenant  of  written  notice  of  the  Authority’s  intention 
to  do  so  (a  “Second  Termination  Notice”),  to  terminate  this  Agreement  with  respect  to  any 
Rentable  Units  with  respect  to  which  Subtenant  has  not  commenced  the  Work  at  the  expiration 
of  the  Construction  Cure  Period. 

(ii)  If  the  Second  Termination  Notice  so  states,  the  Authority  shall 
further  have  the  right,  but  not  the  obligation,  to  terminate  this  Agreement  with  respect  to  any 
Rentable  Units  with  respect  to  which  Subtenant  has  not  substantially  completed  the  Work  within 
thirty  (30)  days  of  Subtenant’s  receipt  of  such  Second  Termination  Notice. 

(c)  Force  Maieure.  As  used  herein  the  term  “Force  Majeure”  or  “Force 
Majeure  Event”  shall  mean: 

(i)  With  respect  to  the  Authority,  any  act,  event  or  condition  beyond 
the  control  of  the  Authority  or  the  City,  which  act,  event  or  condition  materially  affects  the 
ability  of  the  Authority  to  perform  its  obligations  hereunder,  including,  but  not  limited  to,  any 
change  in  applicable  law,  any  political,  legal  or  legislative  actions  that  are  outside  of  the 
Authority’s  or  the  City’s  control  that  affect  this  Agreement,  termination  of  this  Agreement  (for 
reasons  other  than  a default,  directly  or  indirectly  (e.g.,  in  concert  with  the  City),  by  the 
Authority  hereunder),  any  strikes,  lockouts  or  other  labor  disturbances,  any  earthquake,  flood, 
hurricane  or  other  natural  disaster,  any  acts  of  God,  war,  civil  insurrection,  failure  or  interference 
with  normal  sources  of  supply  of  equipment  and  materials  necessary  to  perform  the  Authority’s 
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obligations  under  this  Agreement,  any  accident  and  any  other  circumstances  beyond  the 
reasonable  control  of  the  Authority. 

(ii)  With  respect  to  Subtenant,  any  act,  event  or  condition  beyond  the 
control  of  Subtenant  or  Subtenant’s  contractors,  which  act,  event  or  condition  materially  affects 
the  ability  of  the  Subtenant  to  perform  its  obligations  hereunder,  including,  but  not  limited  to, 
any  change  in  applicable  law,  any  political,  legal  or  legislative  actions  that  are  outside  of 
Subtenant’s  control  that  affect  this  Agreement,  any  termination  of  this  Agreement  (for  reasons 
other  than  a default,  directly  or  indirectly,  by  Subtenant  hereunder),  any  strikes,  lockouts  or  other 
labor  disturbances,  any  earthquake,  flood,  hurricane  or  other  natural  disaster,  any  acts  of  God, 
war,  civil  insurrection  or  failure  of  Subtenant  to  obtain  any  required  governmental  permits, 
license  or  approvals  despite  making  good  faith  efforts  and  exercising  due  diligence  to  do  so,  any 
failure  or  interference  with  normal  sources  of  supply  of  equipment  and  materials  necessary  to 
complete  the  Work  in  accordance  with  this  Agreement,  any  accident  and  any  other  circumstances 
beyond  the  reasonable  control  of  Subtenant.  In  addition,  a delay  in  satisfying  the  conditions  in 
Sections  1.3(a)  or  (b)  beyond  August  1,  1999  shall  be  considered  a Force  Majeure  Event  (other 
than  for  purposes  of  determining  the  Amortization  Date  under  Section  13.1(e)  hereof),  with 
respect  to  the  Potential  Phase  2 Premises,  lasting  for  so  long  as  such  conditions  are  not  satisfied. 

4.5.  Construction  of  Other  Alterations.  Other  than  the  Work,  Subtenant  may  not 
and  shall  not  be  obligated  to,  construct,  install,  make  or  permit  to  be  made  any  alterations, 
installations  or  additions  (“Alterations”)  in,  to  or  about  the  Premises,  without  the  Authority’s  or 
Subtenant’s  (as  applicable)  prior  written  consent  in  each  instance,  which  consent  shall  not  be 
unreasonably  withheld  or  delayed.  Notwithstanding  the  foregoing,  Alterations  do  not  include 
and  no  such  consent  shall  be  required  for  maintenance  and  repair  activities  that  are  (i)  required  or 
contemplated  hereunder,  (ii)  do  not  affect  any  structural  portions  of  the  Premises  and  (iii)  are 
within  any  cost  limitations  otherwise  provided  herein  or  in  any  Annual  Operating  Budget  (as 
defined  in  Section  12.2  below).  All  Alterations  shall  be  done  in  accordance  with  plans  and 
specifications  reasonably  approved  in  advance  by  the  Executive  Director  in  writing,  by  duly 
licensed  and  bonded  contractors  or  mechanics  approved  by  the  Executive  Director,  in  a good  and 
professional  manner,  in  compliance  with  all  applicable  Laws,  and  subject  to  all  other  conditions 
that  the  Authority  may  reasonably  impose.  In  no  event  shall  the  construction,  installation  or  the 
making  of  any  Alterations  impair  the  use  or  operation  of  the  Base,  or  any  portion  thereof,  or  the 
Authority’s  or  Master  Landlord’s  access  thereto.  Prior  to  the  commencement  of  any  work  on  the 
Premises  to  construct  any  permitted  Alterations,  Subtenant  shall  procure  all  required  permits  and 
approvals  and  shall  promptly  upon  receipt  deliver  copies  of  all  such  documents  to  the  Authority. 
No  material  change  from  the  plans  and  specifications  approved  by  the  Executive  Director  may  be 
made  without  the  Executive  Director’s  prior  consent,  which  consent  shall  not  be  unreasonably 
withheld  or  delayed.  The  Authority  and  the  Authority’s  Agents  shall  have  the  right  to  inspect  the 
course  of  such  construction  at  all  times,  provided,  however,  that,  except  in  the  case  of  an 
emergency,  the  Authority  must  give  Subtenant  twenty-four  (24)  hours  written  notice  of  any 
proposed  inspection  or  site  visit,  all  such  inspections  and  site  visits  shall  be  conducted  during 
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regular  business  hours  and  all  such  inspection  and  site  visits  shall  not  unreasonably  disturb  the 
Residential  Tenants. 

4.6.  Ownership  of  Alterations.  Except  for  Subtenant’s  Personal  Property  (as  defined 
in  Section  4,7  below),  or  as  may  be  specifically  provided  to  the  contrary  in  this  Agreement,  all 
appurtenances,  fixtures,  improvements,  equipment,  additions,  and  other  property  attached  or 
affixed  to  or  installed  in  the  Premises  at  the  Commencement  Date  or  during  the  Term,  including, 
without  limitation,  the  Work  and  any  other  Alterations,  shall  be  and  remain  the  Authority’s  or  the 
Master  Landlord’s  property,  as  the  case  may  be.  Subtenant  may  not  remove  any  such  property  at 
any  time  during  or  after  the  Term,  unless  replaced  with  property  of  at  least  comparable  quality 
and  utility,  without  the  Authority’s  prior  written  consent. 

4.7.  Subtenant's  Personal  Property.  All  furniture,  furnishings  and  articles  of 
movable  personal  property  and  equipment  installed  in  the  Premises  by  or  for  the  account  of 
Subtenant  that  can  be  removed  without  structural  or  other  material  damage  to  the  Premises  (all  of 
which  are  herein  called  “Subtenant’s  Personal  Property”)  shall  be  and  remain  the  property  of 
Subtenant  and  may  be  removed  by  it  subject  to  the  provisions  of  Section  27  below  except  for  any 
motor  vehicles  acquired  by  Subtenant  as  a cost  of  the  Work  or  with  Gross  Revenues  which 
vehicles  shall  be  transferred  to  the  Authority  at  the  termination  of  this  Sublease. 

4.8.  Development  Fee.  For  the  performance  of  the  Work,  Subtenant  shall  be  paid  a 
development  fee  (the  “Development  Fee”)  equal  to  $958,61 1,  reduced  by  $1,252  for  each 
Potential  Rentable  Unit  or  Rentable  Unit  for  which  it  has  been  finally  determined  that  such  unit 
will  not  become  or  will  cease  to  be  a Rentable  Unit.  Said  reduction  shall  be  made  at  the  time  of 
such  final  determination.  Upon  substantial  completion  of  the  Work,  Subtenant  shall  notify  the 
Authority  in  writing  of  the  total  number  of  Rentable  Units  and  the  total  amount  of  the 
Development  Fee.  The  Development  Fee  shall  be  deemed  “earned”  for  purposes  of  this 
Agreement,  with  respect  to  each  Rentable  Unit  and  Potential  Rentable  Unit  as  it  becomes  part  of 
the  Premises,  subject,  however,  to  later  reduction  in  the  Development  Fee,  as  described  above. 
The  Development  Fee  shall  be  disbursed  in  equal  installments  over  forty-eight  (48)  months,  on 
the  tenth  day  of  each  month  commencing  with  the  first  month  after  the  month  in  which  the 
Commencement  Date  falls,  so  long  as  no  Subtenant  Default  has  occurred  and  is  continuing.  To 
the  extent  that  the  Development  Fee  is  not  disbursed  because  of  insufficient  Gross  Revenues 
during  a month  pursuant  to  Section  13  hereof,  the  amount  of  such  undisbursed  Development  Fee 
shall  be  added  to  the  Ledger  Account  during  the  first  20  months  of  the  first  two  Lease  Years.  In 
the  21st  month  of  the  first  two  Lease  Years  and  thereafter,  any  unpaid  Development  Fee  shall 
accrue  without  interest  and  be  disbursed  from  Gross  Revenues  as  provided  in  Section  13.1(g). 
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5. 


USE 


5.1.  Subtenants  Permitted  Use.  Subtenant  may  use  and  develop  the  Premises  to 
operate,  maintain,  and  manage  the  Premises  as  a residential  housing  development  in  furtherance 
of  the  goals  of  the  Project,  and  for  no  other  purposes. 

5.2.  No  Unlawful  Uses,  Nuisances  or  Waste.  Subtenant  shall  not  use  any  portion  of 
the  Premises  in  any  unlawful,  illegal,  offensive,  noisy  or  hazardous  manner  (together,  “Nuisances 
and  Hazards”)  and  shall  use  commercially  reasonable  efforts  to  prevent  Subtenant’s  Invitees 
from  committing  any  Nuisances  and  Hazards.  Subtenant  shall  eliminate  any  Nuisances  and 
Hazards  relating  to  its  activities  and  shall  use  commercially  reasonable  efforts  to  eliminate  any 
Nuisances  and  Hazards  related  to  the  activities  of  Subtenant’s  Invitees. 

5.3.  Signs.  Subtenant  agrees  that  it  will  not  erect  or  maintain,  or  knowingly  permit  to 
be  erected  or  maintained,  any  signs,  notices  or  graphics  upon  or  about  the  Premises  that  are 
visible  in  or  from  any  common  areas  of  the  Premises  or  from  the  exterior  of  the  Rentable  Units, 
without  the  Authority’s  prior  written  consent,  which  consent  will  not  be  unreasonably  withheld 
or  delayed. 

5.4.  Zoning  The  Authority  represents  and  warrants  that,  to  the  best  of  its  knowledge, 
there  currently  exist  no  zoning  or  other  Laws  that  would  materially  adversely  affect  Subtenant’s 
use  of  the  Premises  as  contemplated  under  this  Agreement. 

5.5.  Covenant  of  Quiet  Enjoyment;  Ingress  and  Egress.  The  Authority  covenants 
and  agrees  that  it  shall  not  interfere  with  or  deprive  Subtenant  or  Subtenant’s  Agents  or  Invitees 
of  (i)  their  quiet  enjoyment  of  the  Premises  for  the  uses  permitted  under  this  Agreement  or  (ii) 
reasonable  ingress  and  egress  to  and  from  the  Premises. 

6.  SUBTENANT’S  MARKETING  RESPONSIBILITIES 

6.1.  Marketing  Plan.  Subtenant  shall  implement  the  advertising  and  marketing 
programs  or  services  described  in  the  Marketing  Plan  attached  hereto  as  Exhibit  H. 

6.2.  Target  Tenant  Populations.  In  accordance  with  the  Marketing  Plan,  Subtenant 
shall  market  the  Rentable  Units  to  the  various  categories  of  preferred  Residential  Tenants 
described  in  the  Marketing  Plan. 

6.3.  Hold  Harmless.  The  Authority  shall  pay  all  reasonable  costs  of,  dispute 
resolution  and  litigation  incurred  by  Subtenant  in  connection  with  such  leasing  preferences. 
Authority  shall  receive  notice  of  any  such  dispute  and  have  an  opportunity  to  participate  therein. 
If  a final  judgment  is  obtained  against  the  Subtenant  as  a result  of  the  leasing  preferences  set 
forth  in  the  Marketing  Plan,  such  preferences  shall  be  eliminated  and  the  cost  of  any  judgment 
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against  Subtenant  shall  be  paid  by  Subtenant,  but  shall  be  deemed  an  approved  Operating 
Expense  under  Section  12.1  below. 

7.  SUBTENANT’S  LEASING  RESPONSIBILITIES 

7.1.  Leasing  After  Subtenant  has  completed  the  Work  with  respect  to  any  given 
Rentable  Units,  Subtenant  shall  use  commercially  reasonable  efforts  to  promptly  enter  into 
Rental  Agreements  (as  defined  in  Section  7.3  below)  with  qualified  Residential  Tenants  for  such 
Rentable  Units  in  accordance  with  the  Marketing  Plan. 

7.2.  Application  Process  and  Screening;  Non-discrimination.  Subtenant  shall 
screen  prospective  Residential  Tenants  applications  by  applying  customary  credit  and  tenancy 
standards,  all  in  accordance  with  the  Marketing  Plan.  Without  limiting  the  foregoing.  Subtenant 
shall  not  discriminate  in  the  leasing  of  Rentable  Units  on  the  basis  of  the  fact  or  perception  of  a 
person’s  race,  color,  creed,  religion,  national  origin,  ancestry,  age,  sex,  sexual  orientation,  gender 
identity,  domestic  partner  status,  marital  status,  disability  or  Acquired  Immune  Deficiency 
Syndrome  or  HIV  status  (AIDS/HIV  status).  In  addition,  in  the  operation  of  the  Project  and  the 
rental  of  any  Rentable  Units,  the  Subtenant  shall  not  discriminate  against  prospective  Residential 
Tenants  using  Section  8 certificates  or  vouchers  or  other  tenant-based  rental  assistance,  or  other 
sources  of  income.  Subject  to  the  terms  of  Section  6.2  above,  Subtenant  shall  also  insure  that 
Resident  Tenant  selection  is  carried  out  objectively  and  in  accordance  with  industry  standards. 

7.3.  Rental  Agreements.  Subtenant  shall  enter  into  rental  agreements  with  all 
Residential  Tenants  in  substantially  the  form  of  the  rental  agreement  attached  hereto  as  Exhibit  I 
(“Rental  Agreements”). 

(a)  The  initial  term  of  all  Rental  Agreements  shall  not  exceed  one-year 
without  the  prior  written  consent  of  the  Executive  Director;  provided  however,  that  during  the 
sixth  and  seventh  Lease  Years  (as  defined  below),  the  Rental  Agreement  term  may  be  less  than 
or  greater  than  one  year,  subject  to  the  limitations  in  Section  7.3(d).  The  Rental  Agreement  shall 
not  convert  to  a month-to-month  tenancy  at  the  end  of  its  stated  term  and  its  stated  term  shall  not 
extend  beyond  the  Term,  absent  consent  of  the  Executive  Director. 

(b)  Subtenant  shall  be  responsible  for  enforcing  and  shall  take  commercially 
reasonable  actions  to  enforce  the  terms  and  conditions  of  all  Rental  Agreements,  including, 
without  limitation,  (i)  the  collection  of  all  such  rents  when  due,  (ii)  the  preparation  and  delivery 
to  Residential  Tenants  of  any  appropriate  late  payment,  default  or  other  notices,  (iii)  the 
conducting  of  exit  interviews  and  walk-throughs,  and  (iv)  the  prompt  collection  and  timely 
disbursement  of  all  security  deposits.  Without  violating  any  privacy  or  other  applicable  Laws, 
Subtenant  shall  use  commercially  reasonable  efforts  to  insure  that  all  Residential  Tenants  comply 
with  the  terms  and  conditions  of  their  respective  Rental  Agreements. 
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(c)  Subject  to  Section  6.3  above.  Subtenant  shall  receive  complaints  and  use 
commercially  reasonable  efforts  to  resolve  any  complaints,  disputes  or  disagreements  by  and 
between  Subtenant  and  one  or  more  Residential  Tenants.  Subtenant  may  retain  counsel, 
collection  agencies,  and  other  such  persons  and  firms  as  Subtenant  shall  deem  appropriate  (with 
the  costs  thereof  being  included  as  an  Operating  Expense,  subject  to  the  overall  Annual 
Operating  Budget  limitation  in  Section  12.1)  to  enforce  by  legal  action  the  rights  and  remedies  of 
the  Subtenant  against  any  Residential  Tenant  in  default  in  the  performance  of  any  of  its 
obligations  under  a Rental  Agreement,  including,  without  limitation,  taking  action  to  terminate 
or  evict  any  Residential  Tenant  where  sufficient  cause  for  such  termination  or  eviction  exists 
under  the  terms  of  such  Residential  Tenant’s  Rental  Agreement. 

(d)  The  Subtenant  and  Authority  shall  cooperate  in  managing  the  Units  during 
the  last  Lease  Year  so  that,  at  least,  112  Units  will  be  vacant  at  the  end  of  the  Term,  in  order  to 
permit  the  Authority  to  re-lease  1 12  Units  to  TIHDI. 

7.4.  Rental  Rates.  Rental  rates  for  all  Rentable  Units  have  been  set  by  the  Authority 
at  the  rates  described  on  the  Rental  Rate  Schedule  attached  hereto  as  Exhibit  J (the  “Approved 
Rates”).  The  rental  rates  may  not  be  changed  from  the  Approved  Rates  without  the  prior  written 
consent  of  Authority  and  Subtenant,  except  that  the  Executive  Director  and  Subtenant  may  agree 
in  writing  to  increase  or  decrease  the  rental  rate  of  any  Rentable  Unit  by  no  more  than  ten  percent 
(10%)  of  the  rental  rate  for  such  Rentable  Unit  provided  for  in  the  Rental  Rate  Schedule,  and  any 
Rental  Rate  Schedule  subsequently  approved  by  the  Authority. 

7.5.  Grievance  Procedures.  Subtenant  shall  notify  applicants  of  their  eligibility 
status  and  advise  the  rejected  or  ineligible  applicants  of  their  right  to  appeal  by  providing  them 
with  a copy  of  the  Grievance  and  Appeal  Procedure  that  is  a part  of  the  Marketing  Plan. 

7.6.  Marketing  and  Leasing  Fee.  On  the  first  day  of  each  month,  Subtenant  shall  be 
entitled  to  receive  from  available  Gross  Revenues  (in  the  order  of  priority  described  in  Section 
13  below)  a one-time  (with  respect  to  any  given  Rentable  Unit)  marketing  and  leasing  fee  (the 
“Marketing  and  Leasing  Fee”)  equal  to  $175  per  rented  unit  for  performing  the  responsibilities 
described  in  Sections  6 and  7 of  this  Agreement.  The  Marketing  and  Leasing  Fee  shall  only  be 
payable  if  (a)  a Subtenant  Default  has  not  occurred  and  is  continuing  and  (b)  signed  leases  exist 
with  respect  to  at  least  80%  of  all  Rentable  Units  that  were  available  for  lease  on  the  first  day  of 
such  prior  month.  To  the  extent  the  Marketing  and  Leasing  Fee  is  not  paid  to  Subtenant  because 
of  insufficient  available  Gross  Revenues  under  Section  13  below,  such  unpaid  Marketing  and 
Leasing  Fee  shall  accrue  without  interest. 

8.  MANAGEMENT,  MAINTENANCE  AND  REPAIR  RESPONSIBILITIES. 

8.1.  General  Maintenance  and  Repair  Obligations.  Except  as  specifically  provided 
herein,  and  to  the  extent  consistent  with  the  spending  limitations  imposed  by  any  Annual 
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Operating  Budget,  Subtenant  assumes  full  and  sole  responsibility  for  the  condition,  operation, 
repair,  maintenance  and  management  of  the  Premises  and  shall  keep  the  Premises  in  a good 
condition  and  in  a manner  otherwise  reasonably  acceptable  to  the  Authority.  Subject  to  Section 
8.3  below  and  the  spending  limitations  set  forth  in  any  Annual  Operating  Budget,  Subtenant  shall 
make  all  routine  repairs  and  replacements,  interior  and  exterior,  foreseen  and  unforeseen,  that  are 
necessary  to  maintain  the  Premises  at  all  times  in  a clean,  safe,  attractive  and  sanitary  condition 
and  in  good  order  and  repair  for  safe  and  sanitary  residential  housing. 

8.2.  Routine  Maintenance  and  Repair.  Without  limiting  the  generality  of  the 
foregoing  and  to  the  extent  consistent  with  spending  limitations  imposed  by  any  Annual 
Operating  Budget,  Subtenant’s  maintenance  and  repair  responsibilities  shall  include,  but  are  not 
limited  to,  cleaning,  painting,  redecorating,  plumbing,  carpentry,  grounds  care  and  such  other 
routine  maintenance  and  repairs  as  may  be  reasonably  necessary  to  meet  the  maintenance 
standards  described  in  Section  8.1  above.  In  performing  these  functions.  Subtenant  shall: 

(a)  Receive  and  investigate  all  requests  for  maintenance  and  repair  from 
Residential  Tenants  and  cause  such  routine  repairs  to  be  promptly  and  professionally  completed. 

(b)  Annually,  develop  and  implement  a preventive  maintenance  schedule. 

The  preventive  maintenance  schedule  shall  be  presented  to  the  Authority  for  its  reasonable 
approval  together  with  each  year’s  Annual  Operating  Budget  and  shall  be  appropriate  in  light  of 
an  assumed  useful  life  for  each  Rentable  Unit  of  seven  years  from  the  point  in  time  at  which  such 
determination  is  made.  Thus,  for  example,  a preventive  maintenance  schedule  for  the  third  Lease 
Year  shall  assume  a remaining  useful  life  for  such  Rentable  Units  of  seven  years,  and  a 
preventive  maintenance  schedule  for  the  sixth  Lease  Year  shall  also  assume  a remaining  useful 
life  for  such  Rentable  Units  of  seven  years. 

(c)  Contract  with  qualified  independent  contractors  for  the  maintenance  and 
repair  of  items  beyond  the  capability  of  regular  maintenance  employees. 

(d)  Inform  all  Residential  Tenants  of  the  procedures  to  obtain  maintenance 
and  repair  services  during  and  after  normal  office  hours,  and  in  cases  of  an  emergency. 

(e)  Maintain  a log  book  containing  reports  of  all  service  requests  and 
maintenance  repairs  provided,  copies  of  which  shall  be  subject  to  periodic  inspection  by  the 
Authority. 

(f)  Purchase  all  materials,  equipment,  tools,  and  appliances,  supplies  and 
services  necessary  to  ensure  proper  maintenance  and  repair  of  the  Premises. 

(g)  Maintain  all  landscaping,  grounds  and  common  areas  for  the  Premises. 
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(H)  Provide  pest  control  services  within  the  Premises  and  use  commercially 
reasonable  efforts  to  keep  the  Premises  reasonably  free  of  pests  at  all  times. 

(i)  Contract  for  rubbish  collection  with  an  entity  permitted  by  the  City  or  the 
Authority  and  use  commercially  reasonable  efforts  to  ensure  that  the  Premises  are  reasonably 
free  from  rubbish,  debris  and  refuse  at  all  times. 


8.3.  Unanticipated  and  Emergency  Maintenance  and  Repairs.  Subtenant  shall 
perform  all  repairs  that  are  necessary  to  avoid  the  suspension  of  necessary  services  to  the 
Premises  (other  than  utility  services  described  in  Section  10.1),  or  as  otherwise  needed  to  comply 
with  the  general  maintenance  and  repair  obligations  described  above,  even  though  such  repairs 
that  are  not  included  in  an  Annual  Operating  Budget,  but  only  to  the  extent  the  costs  of  such 
repairs  can  be  paid  (and  are  paid)  from  funds  in  the  Replacement  Reserve  Account  described  in 
Section  1 1 .3  below  and  Subtenant  receives  prior  consent  of  the  Executive  Director  as  provided  in 
Section  1 1 .3  below.  Notwithstanding  the  foregoing,  except  as  provided  in  the  next  sentence, 
Subtenant  shall  make  all  repairs  that  are  immediately  necessary  for  the  preservation  or  protection 
of  the  Premises  or  the  safety  of  Residential  Tenants  or  other  persons  in  or  on  the  Premises 
(“Emergency  Repairs”),  without  the  Authority’s  prior  approval  and  without  limitation  as  to  cost 
and  regardless  of  whether  there  are  adequate  funds  available  in  the  Replacement  Reserve 
Account  for  such  repairs;  provided,  however,  that  in  each  such  instance  Subtenant  shall,  before 
causing  any  such  Emergency  Repairs  to  be  made,  use  commercially  reasonable  efforts  to  notify 
the  Authority  of  the  emergency  situation,  and  obtain  the  Authority’s  approval  of  such  Emergency 
Repairs.  Subtenant  has  no  obligation  to  make  or  cause  to  be  made  any  such  repair  during  the 
final  Lease  Year  of  the  Term  in  excess  of  the  greater  of  $100,000  and  the  amount  in  the 
Replacement  Reserve,  which  shall  be  used  for  such  purpose.  Subtenant’s  reasonable  costs  of  any 
such  Emergency  Repairs  shall  automatically  be  reimbursed  from  the  Replacement  Reserve 
Account,  to  the  extent  of  the  amounts  therein,  and  any  excess  shall  be  deemed  an  approved 
Operating  Expense  under  Section  12.1  below.  (If  Subtenant  must  advance  funds  under  the 
preceding  sentences,  then  Authority  shall  reimburse  Subtenant  therefor  if  and  to  the  extent  there 
are  insufficient  Gross  Revenues  through  the  remaining  term  of  the  Lease  to  do  so.) 

8.4.  Security.  Subject  to  the  spending  limitations  contained  in  any  Annual  Operating 
Budget,  Subtenant  shall  provide  private,  on-site,  licensed,  qualified  security  personnel  to  the 
Premises  that  are  reasonably  satisfactory  to  Authority  as  budgeted  in  each  Annual  Operating 
Budget.  Without  limiting  the  Authority’s  rights  under  this  Agreement,  the  Authority  agrees  that 
it  will  not  sue  Subtenant  for  any  action  taken  or  failed  to  be  taken  by  such  security  personnel, 
except  to  the  extent  caused  by  the  negligence  or  willful  misconduct  of  Subtenant. 
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8.5.  Subtenant's  Responsibility  for  Utility  Facilities.  Subtenant’s  responsibility  for 
the  construction,  repair  and  maintenance  of  water,  electric,  gas  and  sewer  utility  facilities  relating 
to  the  Premises  are  limited  to  those  as  set  forth  in  Section  2(a)  of  Exhibit  L attached  hereto. 

8.6.  Management  Fee.  For  performance  of  its  management,  maintenance  and  repair 
obligations  under  this  Agreement,  provided  that  no  Subtenant  Default  has  occurred  and  is 
continuing.  Subtenant  shall  be  entitled  to  receive  from  available  Gross  Revenues  (in  the  order  of 
priority  described  in  Section  13  below),  a management  fee  (the  “Management  Fee”),  payable  on 
the  tenth  (10th)  day  of  each  month,  equal  to  three  percent  (3%)  of  Gross  Revenues,  up  to  a 
maximum  of  Four  Hundred  Thousand  Dollars  ($400,000)  per  year,  which  maximum  shall  be 
revised  annually  to  reflect  increases  in  the  Index  described  in  Section  15.2  below,  provided, 
however  that,  for  that  portion  of  the  first  year  of  the  Term  of  this  Agreement  commencing  in  the 
first  month  after  which  signed  Residential  Tenant  leases  exist  for  at  least  (50)  Rentable  Units,  the 
amount  of  the  Management  Fee  shall  be  the  greater  of  Five  Thousand  Dollars  ($5,000)  per  month 
or  three  percent  (3%)  of  Gross  Revenues.  To  the  extent  the  Management  Fee  is  not  disbursed  to 
Subtenant  in  any  given  month  from  Gross  Revenues  under  Section  13  below,  such  undisbursed 
Management  Fee  shall  be  added  to  the  Ledger  Account. 

8.7.  Base  Repair  and  Maintenance.  The  Authority  covenants  (a)  to  enforce  the 
repair,  maintenance  and  similar  provisions  of  its  sublease  with  TIHDI  and  to  maintain  the 
exterior  of  all  other  residential  units  and  associated  grounds  on  the  Base,  which  the  Navy  leases 
to  the  Authority  but  are  not  Premises  hereunder,  to  at  least  the  same  level  as  Subtenant  is 
required  to  repair  and  maintain  the  Premises  and  (b)  cause  Sublessee  to  be  a third  party 
beneficiary  of  such  provisions.  If  Sublessee,  incurs  costs  as  a result  of  a breach  of  such  provision 
by  TIHDI  or  covenant  by  the  Authority,  which  breach  is  not  cured  within  30  day’s  notice  to  the 
Authority,  such  costs  shall  be  approved  Operating  Expenses. 

9.  EMPLOYEES  AND  INDEPENDENT  CONTRACTORS 

9.1.  On-Site  Office.  In  performing  its  obligations  under  this  Agreement,  Subtenant 
shall  establish  and  maintain  at  all  times  during  the  term  of  this  Agreement  a management  office 
at  the  Premises  responsible  for  overseeing  all  of  Subtenant’s  management,  maintenance,  leasing, 
marketing  and  other  operational  obligations  provided  for  under  this  Agreement.  The 

management  office  shall  be  located  at and  shall  be  included  within 

the  Premises. 

9.2.  Personnel.  In  performing  its  obligations  under  this  Agreement,  Subtenant  shall, 
consistent  with  the  spending  limitations  contained  in  any  Annual  Budget,  hire,  employ  and/or 
assign  experienced,  qualified  residential  real  estate  marketing,  leasing,  maintenance,  repair, 
management  and  any  other  persons  necessary  or  advisable  for  the  proper  operation  of  the  Project, 
as  determined  by  Subtenant  in  its  reasonable  discretion.  Any  such  persons  shall  be  employees  or 
contractors  of  the  Subtenant,  and  not  the  Authority  or  the  City.  Subtenant  shall  direct  and 
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supervise  all  employees,  contractors  or  agents  in  the  performance  of  their  duties  under  this 
Agreement.  Subtenant  shall  use  due  care  in  the  selection  of  personnel  it  hires  or  employs  to 
perform  Subtenant’s  management  responsibilities  under  this  Agreement.  The  number  of 
employees,  their  job  descriptions,  and  salaries,  shall  be  determined  by  Subtenant  in  its  sole 
discretion  based  on  the  provisions  of  the  management  plan  attached  hereto  as  Exhibit  K (the 
“Management  Plan”)  and  consistent  with  any  spending  limitations  imposed  by  any  Annual 
Operating  Budget.  All  such  personnel  shall  be  hired,  supervised,  and  discharged  by  Subtenant 
and  Subtenant  shall  pay  all  wages  and  other  benefits  properly  payable  to  any  employees  hired  in 
connection  with  the  Project,  maintain  adequate  payroll  records,  remit  to  the  proper  authorities  all 
required  income  and  social  security  withholding  taxes,  unemployment  insurance  and  workers 
compensation  payments,  and  such  other  amounts  with  respect  other  wages  or  benefits  of 
employees  of  Subtenant  working  on  or  with  the  Project  as  may  be  required  by  Laws  or  this 
Agreement. 

10,  AUTHORITY’S  SERVICE  OBLIGATIONS 
10.1.  Utilities. 


(a)  Standard  Utilities  and  Services.  The  Authority  shall  provide  or  cause  to 
be  provided  to  the  Premises  the  gas,  electricity,  water,  and  sewage  services  and  facilities 
described  in  the  attached  Exhibit  L (the  “Standard  Utilities  and  Services”),  subject  to  the  terms 
and  conditions  and  Subtenant’s  obligations  described  in  Section  8.5.  All  amounts  due  and  owing 
as  a result  of  Subtenant’s  use  of  such  Standard  Utilities  and  Services  shall  be  paid  by  Subtenant’s 
from  Gross  Revenues  as  an  approved  Operating  Expense  at  the  rates  not  in  excess  of  those 
provided  in  and  as  otherwise  set  forth  in  Exhibit  L (the  “Utility  Fees”).  Any  Utility  Fees  in 
excess  of  the  amount  in  Exhibit  L shall  be  paid  by  Authority  or  reduce  Base  Rent. 

(b)  Other  Services.  The  Authority  shall  use  its  best  efforts  to  cause  to  be 
made  available  to  the  Premises  standard  telephone,  trash  disposal  and  multi-channel  video 
television  services.  If,  despite  Authority’s  using  its  best  efforts,  costs  are  incurred  to  make  such 
services  available,  such  costs  are  deemed  approved  Operating  Expenses. 

(c)  Correction.  The  Authority  shall  commence  the  cure  of  any  breach  of  its 
obligations  under  Section  10.1  (a)  or  (b)  above  within  no  more  than  60  hours  of  notice  of  such 
failure. 


10.2.  Street  Services.  The  Authority  shall  provide  or  cause  to  be  provided 
substantially  the  same  level  of  street,  sidewalk  and  street  lighting  maintenance  and  repair  to  the 
Premises  that  the  City  provides  in  other  residential  sections  of  San  Francisco  including  any 
required  handicap  accessibility,  provided,  however,  nothing  herein  shall  obligate  the  Authority  to 
comply  with  specific  State  or  local  codes  or  standards  applicable  to  City  streets. 
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10.3.  Police  and  Fire.  The  Authority  shall  provide  or  cause  to  be  provided  to  the  Base 
a 24-hour  security  presence  at  an  entry  check  point  to  the  Premises  on  Treasure  Island  (whose 
actions  shall  be  limited  to  those  permitted  by  Law),  and  reasonable  (taking  into  account  the 
Location  and  intended  use  of  the  Premises)  police  and  fire  (the  “Public  Protection  Services”). 
Subtenant  agrees  that  it  will  not  sue  the  Authority  for  any  action  taken  or  failed  to  be  taken  in 
connection  with  such  Public  Protection  Services,  except  to  the  extent  caused  by  the  negligence  or 
willful  misconduct  of  the  Authority  or  if  the  Authority  fails  to  perform  its  obligations  under  this 
Section  10.3. 


10.4.  Other  Portions  of  the  Base  Leased  to  the  Authority.  The  Authority,  or  its 
subtenants  (but  not  Subtenant),  shall  be  solely  responsible  for  and  shall  take  reasonable  actions  to 
secure  and  make  safe  those  portions  of  the  Base  not  comprising  the  Premises  which  are  leased  to 
the  Authority  by  the  Master  Landlord,  and  shall  make  reasonable  efforts  to  mitigate  any 
“attractive  nuisances”  thereon. 

10.5.  Force  Majeure.  The  time  for  the  Authority’s  performance  of  its  obligations 
under  this  Section  10  shall  be  extended  by  one  day  for  each  day  during  which  the  Authority  or  its 
Agents  are  unable  to  perform  such  obligation  due  to  any  Force  Majeure  Event,  other  than,  with 
respect  to  Section  10,1.  acts  of  God. 

11.  ACCOUNTS 

11.1.  General  Operating  Account.  Subtenant  shall  credit  to  a separate  General 
Operating  Account  all  revenues  from  whatever  source  received  from  the  operation  of  the 
Premises,  including,  but  not  limited  to,  (i)  all  rent  received  from  Residential  Tenants,  including 
late  fees  and  interest  charges,  if  any,  (ii)  the  gross  amounts  of  all  deposits  forfeited  by  residential 
Tenants,  (iii)  all  charges  or  collections  made  by  Subtenant  from  Residential  Tenants  for  the 
rendering  of  any  service  in  connection  with  Premises,  (iv)  any  and  all  ancillary  or  collateral  fees 
collected  from  Residential  Tenants  or  other  third  parties  related  to  Subtenant’s  use  of  the 
Premises  (together,  “Gross  Revenues”),  other  than  the  security  deposit  payments  to  be  deposited 
into  the  Security  Deposit  Account  described  in  Section  1 1.2  below. 

11.2.  Security  Deposit  Account.  Subtenant  shall  deposit  all  security  deposits  collected 
in  accordance  with  requirements  of  the  Residential  Agreements  in  a separate  Security  Deposit 
Account  established  for  the  benefit  of  the  Authority,  Subtenant  and  Residential  Tenants.  Funds 
deposited  in  the  Security  Deposit  Account  may  only  be  disbursed  to  pay  the  costs  of  any  unpaid 
rent,  damage,  or  unreasonable  wear  and  tear  caused  by  a Residential  Tenant,  or  to  reimburse  the 
General  Operating  Account  for  payment  of  these  costs;  or  to  return  to  the  Residential  Tenant 
upon  termination  of  his  or  her  tenancy  the  portion  of  the  security  deposit  not  used  in  accordance 
with  this  Section  11.2.  In  collecting,  handling,  and  disbursing  these  funds,  Subtenant  shall 
comply  with  the  requirements  of  the  California  Civil  Code,  Section  1950.5  and  Business  and 
Professions  Code  Section  10145. 
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11.3.  Replacement  Reserve  Account.  Subtenant  shall  maintain  a replacement  reserve 
account  (the  “Replacement  Reserve  Account”).  Subtenant  shall  deposit  into  the  Replacement 
Reserve  Account  on  a monthly  basis  from  available  Gross  Revenues  in  the  order  of  priority  set 
forth  in  Section  13  below,  an  amount  equal  to  $20  per  Rentable  Unit  for  which  the  Work  has 
been  completed  as  of  the  date  of  such  deposit,  up  to  a maximum  contribution  of  One  Thousand 
Dollars  ($1,000)  times  the  number  of  Rentable  Units  for  which  the  Work  has  been  completed 
comprising  the  Premises  at  the  time  of  measurement.  As  funds  are  disbursed  therefrom. 
Subtenant  shall  replenish  the  Replacement  Reserve  Account  at  the  same  rate  as  provided  above. 
Subtenant  shall  make  disbursements  from  the  Replacement  Reserve  Account  to  replace  certain 
fixtures  of  the  Rentable  Units,  including,  without  limitation,  appliances,  drapes,  floor  coverings, 
HVAC  system  elements  and  roofs  (based  on  an  assumed  useful  life  of  such  Rentable  Units  as 
described  in  Section  8.2  (b)  above)  and  to  perform  the  unanticipated  and  emergency  items  of 
repair  described  in  Section  8.3  above.  Disbursements  from  the  Replacement  Reserve  Account  in 
excess  of  Ten  Thousand  Dollars  ($10,000)  per  calendar  quarter  shall  require  the  prior  written 
approval  of  the  Executive  Director,  which  approval  shall  not  be  unreasonably  withheld  or 
delayed.  The  process  pursuant  to  which  Subtenant  shall  request  disbursements  from  the 
Replacement  Reserve  Account  and  the  process  by  which  the  Executive  Director  shall  approve  or 
disapprove  of  such  requests  shall  be  consistent  with  the  HUD  guidelines  with  respect  to  repair 
and  replacement.  Upon  the  termination  of  this  Agreement,  all  funds  remaining  in  the 
Replacement  Reserve  Account  shall  be  paid  to  the  Authority. 

11.4.  Criteria  for  Project  Accounts.  The  Replacement  Reserve  Account  and  the 
Security  Deposit  Account  shall  be  held  in  depositories  reasonably  acceptable  to  the  Authority 
whose  deposits  are  insured  by  an  agency  of  the  federal  government  or  other  comparable  federally 
insured  program. 

12.  PAYMENT  OF  OPERATING  EXPENSES. 

12.1.  Payment  of  Operating  Expenses.  Subtenant  shall  pay  all  Operating  Expenses 
associated  with  the  Premises,  including  Base  Rent,  from  available  Gross  Revenues,  or,  if  Gross 
Revenues  are  not  available,  from  its  own  funds,  in  the  order  of  priority  set  forth  in  Section  13 
below.  To  the  extent  included  in  an  Annual  Operating  Budget  approved  by  the  Authority, 
“Operating  Expenses”  shall  mean  all  direct,  reasonable  and  customary  operating  and 
maintenance  expenses  incurred  in  the  operation,  leasing,  marketing  and  maintenance  of  the 
Premises  as  required  hereunder,  including,  for  example,  (i)  reasonable  salaries  or  other 
compensation  due  and  payable  to  employees  or  agents  of  Subtenant  described  in  any 
Management  Plan  (ii)  expenses  for  the  repair  and  maintenance  of  the  Premises,  including 
common  areas  and/or  common  facilities  included  in  the  Premises,  (iii)  reasonable  and  customary 
fees  and  expenses  of  legal  and  accounting  professionals  incurred  by  Subtenant  in  connection 
with  the  operation  (including  the  eviction  of  Residential  Tenants)  and  maintenance  of  the 
Premises,  and  (iv)  any  other  costs  included  in  an  Annual  Operating  Budget  approved  by  the 
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Authority.  Notwithstanding  the  foregoing,  “Operating  Expenses”  shall  also  include  the 
following  expenses  even  if  such  expenses  are  not  included  in  an  Annual  Operating  Budget 
approved  by  the  Authority:  (a)  expenses  incurred  by  Subtenant  or  the  Authority  as  a result  of 
environmental  contamination  of  the  Premises  that  are  not  paid  by  the  Navy  pursuant  to  the 
Section  330  Indemnity  (as  defined  in  Section  24,4  below),  except  to  the  extent  such  expenses  are 
caused  by  the  negligence  or  willful  misdonduct  of  Subtenant  or  the  Authority,  or  their  Agents, 
respectively,  (b)  all  common  area  maintenance  charges  assessed  by  the  Master  Landlord  under 
the  Master  Lease  (the  “Navy  CAM  Charges”),  (c)  the  Utility  Fees,  (d)  all  possessory  interest  and 
other  taxes  and  assessments  due  and  owing  under  Section  16  below  (“Taxes”),  and  (e)  payroll 
and  w ithholding  taxes  and  social  security  payments  due  and  payable  in  connection  with 
employees  described  in  any  Management  Plan,  (f)  the  costs  of  the  insurance  required  under 
Section  25.  except  with  respect  the  insurance  described  in  Sections  25.1(c)  and  (e)  (in  which 
event  the  costs  of  such  insurance  must  be  approved  in  the  Annual  Operating  Budget  to  the  extent 
the  costs  of  such  insurance  exceed  the  amount  shown  in  the  Annual  Operating  Budget  for  the 
first  Lease  Year  as  increased  by  increases  in  the  Index  described  in  Section  15.2  below),  (g)  the 
costs  of  complying  with  Laws  and  regulatory  requirements  as  provided  below,  and  (h)  the  actual 
costs  of  the  liabilities  or  costs  described  herein  as  approved  Operating  Expenses  including  those 
expenses  so  described  in  Sections  6.3,  8.3,  8.7,  10.1.  12.1,  14.3,  17.1.  18.1(a),  18.2,  22.1(d),  and 
24.4(a)  of  this  Agreement  and  (i)  Base  Rent  (as  reduced  by  any  off-set  permitted  under  this 
Agreement).  Additionally,  with  respect  to  cost  and  expense  items  that  are  incurred  less 
frequently  than  monthly  (e.g.  property  taxes  and  insurance),  each  month’s  Operating  Expenses 
and  Budget  shall  include  one-twelfth  (1/12)  of  the  annual  amounts  expected  to  be  expended  on 
such  items  and  Operating  Expenses  shall  be  adjusted  to  reflect  the  amount  actually  paid  only  to 
the  extent  that  the  actual  cost  of  such  items  differ  from  that  expected. 

1 2.2.  Annual  Operating  Budget.  Subtenant  shall  prepare  and  submit  a new  Annual 
Operating  Budget  to  the  Authority  for  its  approval  by  the  first  day  of  the  eleventh  full  month  of 
the  Term,  and  by  the  same  date  of  each  subsequent  year  during  the  Term,  covering  the  12-month 
period  commencing  one  month  thereafter.  The  Annual  Operating  Budget  shall  set  forth,  on  an 
annual  and  monthly  basis,  anticipated  Gross  Revenues  from  the  Premises,  a detailed  estimate  of 
all  anticipated  Operating  Expenses,  and  a pro  forma  budget  showing  the  amount  of  all  Gross 
Revenues  to  be  distributed  in  the  order  of  priority  shown  in  Section  13  below.  The  Annual 
Operating  Budget  for  the  first  year  and  any  partial  initial  month  of  this  Agreement  is  attached 
hereto  as  Exhibit  N.  Each  subsequent  Annual  Operating  Budget  shall  be  in  substantially  the 
same  form  as  the  Annual  Operating  Budget  approved  for  the  prior  year. 

(a)  Subtenant  shall  not,  without  the  Executive  Director’s  prior  written 
consent,  which  consent  shall  not  be  unreasonably  withheld  or  delayed  (and  when  given  shall  be 
deemed  an  amendment  to  the  Operating  Budget),  incur  costs  and  expenses  in  any  calendar  month 
that  exceed  the  Operating  Expense  budget  for  such  month  by  more  than  five  percent  (5%) 
(treating  amounts  paid  less  frequently  than  monthly,  as  accruing  evenly  over  the  appropriate 
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period),  or  for  any  year,  that  exceed  the  Operating  Expense  budget  for  such  year  by  more  than 
five  percent  (5%). 

12.3.  Bids,  Discounts,  Rebates,  and  Commissions.  Subtenant  shall  use  commercially 
reasonable  efforts  to  obtain  contracts,  materials,  supplies,  and  services  on  the  most  advantageous 
terms  available  to  Subtenant,  and  shall,  whenever  practicable,  solicit  three  (3)  bids  for  each  major 
item  or  service  required.  Subtenant  shall  secure  and  credit  to  the  General  Operating  Accounts  all 
discounts,  rebates,  or  commissions  obtainable  with  respect  to  purchases,  service  contracts,  and  all 
other  transactions  related  to  this  Agreement. 

12.4.  No  Authority  Liability.  Under  no  circumstance  shall  the  Authority  be  liable  for 
the  payment  of  any  Operating  Expenses. 

13.  DISBURSEMENTS 

13. 1 . Subtenant  shall,  by  the  twentieth  (20th)  day  of  each  month,  disburse  Gross 
Revenues,  not  previously  disbursed  (calculated  as  of  the  last  day  of  the  prior  month  and,  to  the 
extent  amounts  are  not  or  cannot  be  disbursed  from  Gross  Revenues  for  such  month  until  the 
calculations  for  such  month  have  been  made  hereunder,  but  are  disbursed  after  such  calculation  is 
made,  such  disbursement  shall  be  treated  as  made  at  the  end  of  such  month),  in  the  manner  and  in 
the  order  of  priority  provided  below: 

(a)  Base  Rent.  Gross  Revenues  shall  first  be  disbursed  to  pay  the  Authority 
all  Base  Rent  due  and  owing  as  provided  in  Sections  15.1  and  15.2  below  as  an  Operating 
Expense,  or  used  to  reimburse  Subtenant  for  advances  made  to  pay  such  Base  Rent  during  the 
current  month. 


(b)  Operating  Expenses.  Then,  to  the  extent  available.  Gross  Revenues  shall 
be  disbursed,  from  time  to  time,  to  pay  all  Operating  Expenses  or  to  reimburse  Subtenant  for 
advances  made  to  pay  Operating  Expenses  incurred  during  the  current  calendar  month  as 
provided  in  Section  12  above.  Advances  for  Operating  Expenses  made  by  Subtenant  as  a result 
of  insufficient  Gross  Revenues  that  are  not  reimbursed  to  Subtenant  from  Gross  Revenues  shall 
be  added  to  the  Ledger  Account. 

(c)  Funding  of  Replacement  Reserve  Account.  Then,  to  the  extent 
available,  remaining  Gross  Revenues  in  the  amount  required  by  Section  1 1.3  above  shall  be 
deposited  into  the  Replacement  Reserve  Account. 

(d)  Management  Fee.  Then,  to  the  extent  available  and  if  a Subtenant 
Default  has  not  occurred  and  is  not  continuing,  remaining  Gross  Revenues  shall  be  disbursed  to 
pay  Subtenant  the  Management  Fee  described  in  Section  8.6  above.  Any  Management  Fees 
which  remain  undisbursed  at  the  end  of  a month  shall  be  added  to  the  Ledger  Account. 
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(e)  Special  Percentage  Rent.  Then,  to  the  extent  available  and  on  a pro-rata 
basis,  until  the  earlier  of  (i)  Substantial  Completion  (as  defined  herein)  of  the  Work  or  (ii)  the 
first  day  of  the  nineteenth  (19th)  month  following  the  Commencement  Date,  subject  to 
extensions  by  Force  Majeure  Events  (the  earlier  of  which  date  shall  hereinafter  be  referred  to  as 
the  “Amortization  Date”),  nine  and  three-tenths  percent  (9.3%)  of  any  remaining  Gross  Revenues 
shall  be  disbursed  to  the  Authority  as  special  percentage  rent  (“Special  Percentage  Rent”)  and 
seven-tenths  percent  (.7%)  of  any  remaining  Gross  Revenues  shall  be  retained  by  Subtenant; 
provided,  however,  the  percentages  above  shall  be  multiplied  (and  thereby  reduced  but  not  below 
zero)  by  the  Adjustment  Fraction  (as  defined  below)  at  the  end  of  the  first  six-months  of  the  first 
Lease  Year  and  at  the  end  of  each  six-months  within  a Lease  Year,  thereafter,  until  the 
Amortization  Date,  based  on  the  average  rental  rates  for  signed  leases  in  effect  for  Rentable 
Units  at  the  end  of  the  such  six  month  period,  and  such  reduced  percentages,  if  applicable,  shall 
apply  for  the  succeeding  six  months.  If  the  average  rental  rate  for  units  then  subject  to  a 
Residential  Lease  equals  or  exceeds  30%  of  100%  of  Area  Median  Income  (“AMI”),  then  the 
Adjustment  Fraction  shall  equal  one  (1.0).  If  the  average  rental  rate  for  units  then  subject  to  a 
Residential  Lease  equals  or  is  less  than  30%  of  80%  of  AMI,  then  the  Adjustment  Fraction  shall 
equal  zero  (0),  and  no  disbursement  of  Special  Percentage  Rent  shall  occur.  If  the  average  rental 
rate  for  units  then  subject  to  a Residential  Lease  is  between  30%  of  80%  of  AMI  and  30%  of 
100%  of  AMI,  then  the  Adjustment  Fraction  shall  be  calculated  proportionately  as  described  by 
the  following  formula:  Adjustment  Fraction  =l-((l-(AARR/(0.3*AMI)))/.20);  where  “AARR” 
means  average  annual  rental  rate  for  units  then  subject  to  a Residential  Lease.  Area  Median 
Income  shall  mean  the  area  median  income  determined  by  HUD  for  the  San  Francisco  Bay  Area, 
adjusted  for  family  size. 

(0  Marketine  and  Leasing  Expenses  and  Fees.  Then,  to  the  extent 
available.  Gross  Revenues  shall  be  used  to  pay  (or  reimburse  Subtenant  for  advances  made 
during  the  month  to  pay)  initial  marketing  staff  and  advertising  costs  (‘Initial  Marketing 
Expenses”),  as  shown  in  the  first-year  marketing  budget  attached  to  the  Capital  Budget.  Initial 
Marketing  Expenses  which  remain  unpaid  or  unreimbursed  to  Subtenant  at  the  end  of  each 
month  shall  be  added  to  the  Ledger  Account.  Next,  if  a Subtenant  Default  has  not  occurred  and 
is  not  continuing,  remaining  Gross  Revenues  shall  be  disbursed  to  pay  Subtenant  the  Marketing 
and  Leasing  Fees  described  in  Section  7.6  above,  plus  any  accrued  but  unpaid  Marketing  and 
Leasing  Fees.  Unpaid  Marketing  and  Leasing  Fees  shall  accrue  without  interest. 

(g)  Development  Fee.  Then,  to  the  extent  available  and  if  a Subtenant 
Default  has  not  occurred  and  is  not  continuing,  remaining  Gross  Revenues  shall  be  disbursed  to 
pay  Subtenant  the  allocable  portion  of  the  Development  Fee  described  in  Section  4.8  above,  plus 
any  accrued  but  unpaid  Development  Fees,  which  are  not  added  to  the  Ledger  Account.  Unpaid 
Development  Fees  shall  be  added  to  the  Ledger  Account,  during  the  first  twenty  months  of  the 
first  two  Lease  Years  and  thereafter  any  unpaid  Development  Fees  shall  accrue  without  interest. 
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(h)  Funding  of  Ledger  Account.  Then,  until  the  Amortization  Date,  to  the 
extent  available,  remaining  Gross  Revenues  shall  be  distributed  to  Subtenant  in  an  amount  equal 
to  the  current  balance  of  the  Ledger  Account  (as  provided  in  Section  13.2  below).  Commencing 
on  the  Amortization  Date,  remaining  Gross  Revenues,  to  the  extent  available,  shall  be  distributed 
to  Subtenant  for  payment  of  (in  the  following  order  to  the  extent  that  Gross  Revenues  are 
available):  (i)  the  accretion,  if  any,  in  the  Ledger  Account  during  the  month  for  which  the 
calculation  is  being  made,  as  described  in  Section  13.2  below,  and  (ii)  an  amount  equal  to  the 
balance  in  the  Ledger  Account  as  of  the  beginning  of  such  month,  divided  by  the  difference 
between  thirty-six  (36)  and  the  number  of  months  in  any  Lease  Years  for  which  this  Agreement 
has  been  in  effect  (and  if  this  Agreement  has  been  in  effect  for  three  (3)  Lease  Years  or  more,  an 
amount  equal  to  the  balance  in  the  Ledger  Account).  All  disbursements  to  Subtenant  under  this 
Section  13.1(h)  shall  be  made  on  the  20th  of  each  month,  based  on  calculations  as  of  the  last  day 
of  the  preceding  month. 

(i)  Percentage  Rent.  Then,  all  Gross  Revenues  remaining  after  the  payment 
of  the  expenses  and  the  other  fees  and  items  described  in  Sections  (a)-(h)  above  (“Net 
Revenues”),  shall  be  paid  as  follows: 

(1)  During  Lease  Years  1-5,  ninety-three  percent  (93%)  of  the 
remaining  Gross  Revenues  in  the  Operating  Account  shall  be  paid  to  the  Authority  as  Percentage 
Rent,  and  the  remaining  seven  percent  (7%)  shall  be  retained  by  the  Subtenant;  and 

(2)  During  Lease  Year  6,  ninety- four  percent  (94%)  of  the 
remaining  Gross  Revenues  in  the  Operating  Account  shall  be  paid  to  the  Authority  as  Percentage 
Rent,  and  the  remaining  six  percent  (6%)  shall  be  retained  by  the  Subtenant;  and 

(3)  During  Lease  Year  7,  ninety- five  percent  (95%)  of  the 
remaining  Gross  Revenues  in  the  Operating  Account  shall  be  paid  to  the  Authority  as  Percentage 
Rent,  and  the  remaining  five  percent  (5%)  shall  be  retained  by  the  Subtenant. 

13.2.  Ledger  Account.  Subtenant  shall  maintain  a ledger  account  (the  “Ledger 
Account”)  which  shall  be  used  to  calculate  Subtenant’s  right  to  retain  and  disburse  certain 
Operating  Revenues  during  the  Term  of  this  Agreement  as  payment  or  reimbursement  of  In-Kind 
Rent  and  other  amounts  credited  to  the  Ledger  Account  pursuant  to  this  Agreement.  Each  month 
the  amount  in  the  Ledger  Account  shall  be  increased,  as  of  the  end  of  such  month,  by  accretions 
of  nine  percent  (9%)  per  annum,  compounded  monthly,  based  on  the  average  daily  balance  of  the 
Ledger  Account  for  the  month  for  which  the  calculation  is  being  made. 

(a)  The  Ledger  Account  shall  be  increased  by  the  costs  of  special  testing, 
structural  review,  inspection,  architectural  and  engineering  fees,  geotechnical  and  environmental 
consultant  fees,  initial  marketing/media  set-up,  marketing  office  set-up  and  other  start-up  costs. 
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shown  and  approved  in  the  “Start-up  Cost  Budget”  attached  to  the  Capital  Budget,  which  may  be 
increased  only  with  the  approval  of  the  Authority  which  will  not  be  unreasonably  withheld. 

(b)  The  balance  of  the  Ledger  Account,  also,  shall  be  increased  at  the  end  of 
each  month  by  the  costs  of  the  Work  paid  or  incurred  by  Subtenant  as  In-Kind  Rent,  the 
undisbursed  Management  Fees,  undisbursed  Initial  Marketing  Expenses  and  undisbursed 
Development  Fees  as,  and  to  the  extent,  described  in  13.1  above,  and  the  advances  made  by 
Subtenant  for  Operating  Expenses  as  a result  of  insufficient  Gross  Revenues  during  such  month, 
except  to  the  extent  that  such  advances  of  Operating  Expenses  or  undisbursed  Management  Fees, 
undisbursed  Initial  Marketing  Expenses  or  undisbursed  Development  Fees  were  reimbursed  or 
disbursed  to  Subtenant  from  Gross  Revenues  during  such  month;  provided,  however,  that  the 
total  amount  of  the  costs  of  the  Work  covered  by  the  Capital  Budget  that  may  be  added  to  the 
balance  of  the  Ledger  Account  may  not  exceed  the  total  amount  of  the  Capital  Budget  without 
the  prior  written  consent  of  the  Authority,  which  consent  shall  not  be  unreasonably  withheld  or 
delayed. 


(c)  The  balance  of  the  Ledger  Account  shall  be  decreased  by  the  amount 
disbursed  to  Subtenant  from  Gross  Revenues  as  set  forth  in  Section  13.1(h)  or  proceeds  of 
Required  Insurance  applied  to  the  balance  in  the  Ledger  Account  as  set  forth  in  Section  19.1(a) 
when  such  disbursement  occurs. 

14.  BOOKS,  RECORDS  AND  REPORTS 

14.1.  Books  and  Records.  Subtenant  shall  establish  and  maintain  books,  records  and 
systems  of  account  reflecting  all  business  operations  of  Subtenant  transacted  under  this 
Agreement,  including,  but  not  limited  to,  resident  and  project  files,  general  ledgers,  invoices, 
canceled  checks,  payroll  records,  the  Ledger  Account  and  contracts  (the  “Books  and  Records”). 

14.2.  Monthly  Reports.  Promptly  after  the  close  of  each  month  but  no  later  than  20 
days  after  such  date,  Subtenant  shall  deliver  to  the  Authority  a monthly  report  on  a form 
acceptable  to  Authority.  Such  report  shall  be  certified  as  true  and  correct  in  all  material  respects 
by  Subtenant  and  shall  include:  (i)  a statement  of  Gross  Revenues  for  the  preceding  month, 
specifically  and  separately  identifying  the  sources  of  such  revenue,  (ii)  an  itemized  statement  of 
actual  Operating  Expenses,  (iii)  a statement  of  Net  Revenues,  (iv)  a list  of  all  Residential  Leases 
that  have  been  entered  into  during  the  preceding  calendar  month,  including  the  building  number 
of  each  of  the  Rentable  Units  rented,  the  classifications  of  the  Residential  Tenants  and  the 
applicable  rental  rate,  (v)  the  current  balance  in  the  Ledger  Account,  and  (vi)  such  other 
information  as  the  Authority  may  reasonably  require. 

14.3.  Subtenant’s  Annual  Audit.  Annually  during  the  Term  of  this  Agreement,  within 

sixty  (60)  days  of  the  end  of  the  Authority’s  fiscal  year,  Subtenant  shall  arrange  for  an  audit  of 
the  Books  and  Records  by  an  independent  certified  public  accountant  approved  by  the  Executive 
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Director.  Subtenant  shall  pay  all  costs  and  expenses  associated  with  the  annual  audit,  the 
reasonable  costs  of  which  shall  be  deemed  Operating  Expenses  under  Section  12.1  hereof.  Such 
audit  shall  cover  the  previous  12-month  period.  Subtenant  acknowledges  that  a primary  purpose 
of  such  audit  shall  be  to  enable  Subtenant  and  the  Authority  to  clearly  and  accurately  determine 
the  nature  and  amount  of  Gross  Revenues,  Operating  Expenses  and  Net  Revenues  and  to  verify 
the  amount  of  Percentage  Rent  due  and  payable  to  Authority  and  to  otherwise  determine  the 
accuracy  of  Subtenant’s  Books  and  Records.  Subtenant  shall  deliver  an  original,  signed  copy  of 
each  such  annual  audit  to  the  Executive  Director  by  the  earlier  of  (a)  thirty  (30)  days  after  the 
completion  of  such  audit  or  (b)  if  possible  using  commercially  reasonable  efforts,  120  days  after 
the  end  of  the  12-month  period  covered  by  such  audit. 

14.4.  Periodic  Audits  and  Inspections  of  Records.  After  providing  Subtenant  with  48 
hours  prior  written  notice  and  only  during  regular  business  hours,  and  subject  to  any  privacy  or 
other  limitations  imposed  by  applicable  Laws,  the  Authority,  its  representatives  or  an 
independent  auditor  may  audit,  examine  and  make  excerpts,  copies  and  transcripts  from  the 
Books  and  Records  and  all  invoices,  materials,  payrolls,  records  or  personnel  and  other  data 
related  to  all  other  matters  covered  by  this  Agreement,  whether  funded  in  whole  or  in  part  under 
this  Agreement.  The  Authority  may  perform  such  audit  at  any  time  and  from  time  to  time  during 
the  Term  or  for  a period  of  five  (5)  years  thereafter.  If  the  Authority’s  audit  shows  that  there  is  a 
deficiency  in  the  payment  of  any  Rent,  the  deficiency  shall  become  immediately  due  and  payable 
to  the  Authority.  The  costs  of  any  periodic  audit  shall  be  paid  by  the  Authority  unless  the  audit 
shows  that  Subtenant  understated  Rent  by  more  than  five  percent  (5%)  for  the  entire  period  being 
audited,  in  which  case  Subtenant  shall  pay  all  of  the  Authority’s  reasonable  costs  of  the  audit, 
including,  without  limitation,  consultants,  accountants  and  attorneys'  fees,  costs  of  transportation, 
copying  and  related  expenses. 

14.5.  Transfer  of  Records  and  Accounts.  Within  five  (5)  working  days  after  the 
termination  of  this  Agreement,  (i)  all  resident  and  project  files,  general  ledgers,  invoices,  payroll 
records  and  contracts  related  to  this  Agreement,  and  all  other  Books  and  Records  reasonably 
requested  by  the  Authority,  subject  to  any  privacy  or  other  limitation  imposed  by  applicable 
Laws,  shall  be  deemed  to  be  the  property  of  the  Authority  and  shall  be  turned  over  to  the 
Authority,  and  (ii)  all  cash,  bank  accounts,  and  trust  accounts  that  are  property  of  the  Authority 
must  be  accounted  for  in  writing  and  turned  over  to  the  Authority  or  its  representatives. 

15.  RENT 

15.1.  Base  Rent.  Throughout  the  Term,  beginning  on  the  Commencement  Date, 
Subtenant  shall  pay  to  the  Authority,  monthly,  one-twelfth  of  the  annual  amount  of  Base  Rent  in 
the  following  amounts  (subject  to  the  adjustment  set  forth  in  Section  15.2  below  and  offsets  and 
adjustments  as  expressly  provided  in  this  Sublease: 

Lease  Year  1 - $200,000  per  year 
28 
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Lease  Year  2 - $400,000  per  year 
Lease  Year  3 - $400,000  per  year 
Lease  Year  4 - $450,000  per  year 
Lease  Year  5 - $500,000  per  year 
Lease  Year  6 - $500,000  per  year 
Lease  Year  7 - $500,000  per  year 

As  used  herein,  the  term  “Lease  Year”  shall  mean  each  365  day  period  commencing  on  the 
Commencement  Date  (and,  for  each  subsequent  Lease  Year,  the  end  of  the  prior  Lease  Year)  and 
ending  on  the  365th  day  thereafter,  subject  to  extension  due  to  the  occurrence  of  any  Force 
Majeure  Event  or  as  provided  under  Sections  3.2(a)  above.  Notwithstanding  the  foregoing,  the 
first  Lease  Year  shall  begin  on  the  Commencement  Date  and  end  on  the  day  prior  to  the  first  day 
of  the  first  calendar  month  more  than  twelve  (12)  months  thereafter,  subject  to  extension,  due  to 
the  occurrence  of  any  Force  Majeure  Event  or  as  provided  under  Section  3.2(b)  or  (c)  above. 

Base  Rent  shall  be  payable  in  twelve  (12)  equal  consecutive  monthly  payments  on  the  first  day  of 
the  Term  (for  any  partial  first-month  and  the  first  full  month)  and  on  or  before  the  first  business 
day  of  each  month  thereafter.  Notwithstanding  the  foregoing,  Subtenant  shall  have  no  obligation 
to  pay  the  Authority  Base  Rent  or  Special  Percentage  Rent  for  so  long  as  Master  Landlord,  the 
City  or  the  Authority,  after  the  receipt  of  written  notice  thereof  and  the  expiration  of  the  cure 
periods  described  in  Section  21.2  below,  materially  hinders,  delays  or  prevents  Subtenant  from 
performing  its  obligations  under  this  Agreement,  except  to  the  extent  such  hindrance,  delay  or 
obstruction  is  caused  by  Subtenant. 

15.2.  Adjustments  in  Base  Rent.  On  the  first  day  of  Lease  Years  3,  6 and  7 (each,  an 
"Adjustment  Date"),  the  Base  Rent  payable  hereunder  shall  be  adjusted  as  follows  (each 
adjustment  a “CPI  Adjustment”): 

(a)  The  Consumer  Price  Index  Urban  Wage  Earners  and  Clerical  Workers 
(base  years  1982-1984  = 100)  for  San  Francisco-Oakland-San  Jose  area  published  by  the  United 
States  Department  of  Labor,  Bureau  of  Labor  Statistics  ("Index")  published  most  immediately 
preceding  the  Adjustment  Date  ("Adjustment  Index"),  shall  be  compared  with  the  Index 
published  most  immediately  preceding  the  prior  Lease  Year  ("Prior  Index"). 

(b)  If  the  Adjustment  Index  has  increased  over  the  Prior  Index,  the  Base  Rent 
payable  on  and  after  the  Adjustment  Date  shall  be  set  by  multiplying  the  then  Base  Rent  by  a 
fraction,  the  numerator  of  which  is  the  Adjustment  Index  and  the  denominator  of  which  is  the 
Prior  Index.  In  no  event  shall  the  monthly  Base  Rent  on  or  after  the  Adjustment  Date  be  less 
than  the  monthly  Base  Rent  in  effect  immediately  prior  to  the  Adjustment  Date. 

(c)  If  the  Index  is  changed  so  that  the  base  year  differs  from  that  used  as  of  the 
date  most  immediately  preceding  the  Commencement  Date,  the  Index  shall  be  converted  in 
accordance  with  the  conversion  factor  published  by  the  United  States  Department  of  Labor, 
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Bureau  of  Labor  Statistics.  If  the  Index  is  discontinued  or  revised  during  the  Term,  such  other 
government  index  or  computation  with  which  it  is  replaced  shall  be  used  in  order  to  obtain 
substantially  the  same  result  as  would  be  obtained  if  the  Index  had  not  been  discontinued  or 
revised. 


15.3.  Percentage  Rent.  In  addition  to  Base  Rent,  Subtenant  shall  pay  to  the  Authority 
as  percentage  rent  the  amounts  set  forth  in  Sections  13.1(e)  (the  Special  Percentage  Rent)  and 

1 3. 1 (i)  (collectively,  the  “Percentage  Rent”,  and  together  with  Base  Rent,  but  not  the  In-Kind 
Rent,  “Rent”).  Percentage  Rent  shall  be  due  and  payable  to  the  Authority  from  available  Gross 
Revenues  in  arrears  (based  on  the  amount  of  Percentage  Rent  due  for  the  immediately  preceding 
month)  on  the  twentieth  (20th)  day  of  each  month. 

15.4.  In-Kind  Rent.  In  addition  to  the  Base  Rent  and  Percentage  Rent  payable 
hereunder.  Subtenant  shall  also  pay  to  the  Authority  “In-Kind  Rent”  in  the  form  of  the 
renovations  of  and  improvements  to  the  Premises  made  pursuant  to  Section  4 above.  The  In- 
Kind  Rent  shall  be  paid  by  Subtenant  performing  the  Work  and  shall  be  considered  “paid”  as  and 
when  Subtenant  expends  any  funds  on  the  Work,  whether  such  funds  are  from  Gross  Revenues 
as  permitted  hereunder  or  from  advances  made  by  the  Subtenant  from  its  own  funds.  All 
renovations  and  improvements  made  to  the  Premises  as  payment  of  In-Kind  Rent  shall 
immediately  become  the  property  of  the  Master  Landlord,  subject  to  the  leasehold  interest  of  the 
Authority,  as  set  forth  in  the  Master  Lease,  and  shall  also  immediately,  without  further  action  on 
the  part  of  either  the  Authority  or  the  Subtenant  become  part  of  the  Premises  leased  by  Subtenant 
from  the  Authority  hereunder. 

15.5.  Method  of  Payment  of  Rent.  All  Rent  payable  by  Subtenant  to  the  Authority 
hereunder  shall  be  paid  without  prior  demand  and  without  any  deduction,  setoff,  or  counterclaim 
whatsoever,  except  as  specially  provided  in  Section  15.8(a)  below,  and,  except  for  In-Kind  Rent, 
shall  be  paid  in  cash  or  by  good  cashier’s  or  certified  check  to  the  Authority  at  the  primary 
address  for  Authority  specified  in  Section  33.1  below,  or  such  other  place  as  the  Authority  may 
designate  in  writing.  If  the  Commencement  Date  occurs  on  a day  other  than  the  first  day  of  a 
calendar  month,  or  the  Expiration  Date  occurs  on  a day  other  than  the  last  day  of  a calendar 
month,  then  the  Base  Rent  for  such  fractional  month  shall  be  prorated  based  on  a thirty  (30)  day 
month. 


15.6.  Late  Charge.  If  Subtenant  fails  to  pay  any  Rent  otherwise  due  and  owing  the 
Authority  within  ten  (10)  days  after  the  date  the  same  is  due  and  payable,  such  unpaid  amount 
will  be  subject  to  a late  payment  charge  equal  to  five  percent  (5%)  of  the  unpaid  amount  in  each 
instance.  The  late  payment  charge  has  been  agreed  upon  by  the  Authority  and  Subtenant,  after 
negotiation,  as  a reasonable  estimate  of  the  additional  administrative  costs  and  detriment  that  the 
Authority  will  incur  as  a result  of  any  such  failure  by  Subtenant,  the  actual  costs  thereof  being 
extremely  difficult  if  not  impossible  to  determine.  The  late  payment  charge  constitutes 
liquidated  damages  to  compensate  the  Authority  for  its  damages  resulting  from  such  failure  to 

30 


: :odma\pcdocs\la3\859924\  1 4 


pay  and  Subtenant  shall  promptly  pay  such  charge  to  the  Authority  together  with  such  unpaid 
amount. 


15.7.  Default  Interest.  If  any  Rent  otherwise  due  and  owing  to  the  Authority  under 
this  Agreement  is  not  paid  within  ten  (10)  days  following  the  date  the  same  is  due  and  payable, 
such  unpaid  amount  shall  bear  interest  from  the  due  date  until  paid  at  the  rate  of  nine  percent 
(9%)  per  year  (the  “Default  Rate”).  However,  interest  shall  not  be  payable  on  late  charges 
incurred  by  Subtenant  nor  on  any  amounts  on  which  late  charges  are  paid  by  Subtenant  to  the 
extent  this  interest  would  cause  the  total  interest  to  be  in  excess  of  that  which  an  individual  is 
lawfully  permitted  to  charge.  Payment  of  interest  shall  not  excuse  or  cure  any  default  by 
Subtenant. 

15.8.  No  Right  to  Repair  and  Deduct.  Except  as  specifically  provided  in  Section 
15.8(a)  below,  Subtenant  expressly  waives  the  benefit  of  any  existing  or  future  Laws  or  judicial 
or  administrative  decision  that  would  otherwise  permit  Subtenant  to  terminate  this  Agreement 
because  of  the  Authority’s  failure  to  keep  the  Premises  or  any  part  thereof  in  good  order, 
condition  or  repair.  Without  limiting  the  foregoing.  Subtenant  expressly  waives  the  provisions  of 
California  Civil  Code  Sections  1932,  1941  and  1942  or  any  similar  Laws  with  respect  to  any 
right  of  Subtenant  to  terminate  this  Agreement. 

(a)  Permitted  Offsets  against  Base  Rent.  Notwithstanding  the  foregoing, 
Subtenant  may  offset  the  following  sums  against  its  obligation  to  pay  Base  Rent: 

(i)  Any  increase  in  the  amount  of  the  Navy  CAM  Charge  attributable 

to  any  increases  in  the  rates  used  by  the  Master  Landlord  to  calculate  the  Navy  CAM  Charge 
described  in  the  Master  Lease  as  of  the  Effective  Date  of  this  Agreement.  The  Parties  hereby 
acknowledge  and  agree  that,  as  of  the  date  hereof,  the  rates  used  by  the  Master  Landlord  to 
calculate  the  Navy  CAM  Charge  are  $.05  per  square  foot  of  interior  space  and  $.003  square  foot 
of  exterior  space.  The  Navy  CAM  Charges  upon  full  occupancy  of  the  Premises  are  projected  to 
be  $ per  month. 

(ii)  Except  to  the  extent  paid  by  Authority  pursuant  to  Section  22.2(c), 
after  the  expiration  of  any  applicable  notice  and  cure  periods  (except  in  the  event  of  an 
emergency  as  determined  by  Subtenant  where  prior  notice  by  Subtenant  is  impractical),  the 
reasonable  costs  of  providing  the  services  the  Authority  is  obligated  to  provide  under  Sections 
10.1(a)  or  (b).  10.2  or  10.3  above,  provided,  however,  nothing  herein  shall  imply  any  duty  of 
Subtenant  to  do  any  act  that  the  Authority  is  obligated  to  perform  under  any  provision  of  this 
Agreement,  and  Subtenant’s  performance  of  such  obligations  of  the  Authority  shall  not  constitute 
a waiver  of  any  of  Subtenant’s  rights  or  remedies  under  Section  22.2(a)  of  this  Agreement. 

(iii)  If  Subtenant  is  required  by  any  third  parties  with  jurisdiction  to  (x) 

reduce  the  rental  rates  payable  by  the  Residential  Tenants  from  those  set  forth  in  any  Rental  Rate 
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Schedule  approved  by  the  Authority  and  Subtenant  (other  than  as  provided  in  Section  7.4  above) 
for  non-economic  reasons  or  (y)  provide  rent  preferences  other  than  those  set  forth  in  the 
Marketing  Plan,  then  the  economic  effect  of  such  reductions  and  preferences,  if  any,  shall  be 
borne  by  the  Authority  by  reducing  Base  Rent  by  the  amount  of  such  economic  effect. 

(iv)  All  costs  directly  related  to  a material  breach  by  the  Authority  of 
its  obligations  under  Section  18.2  (b)  below. 

(b)  Certain  Adjustments  to  Base  Rent.  If  Subtenant  elects  not  to  proceed 
with  the  Work  (i)  as  to  any  Potential  Rentable  Units  because  of  a failure  of  the  satisfaction  of  the 
Conditions  Precedent  described  in  Section  1.3  above,  or  (ii)  as  to  any  Rentable  Unit  because  of 
Subtenant’s  election  permitted  under  Section  4.2  (a)  or  (b)  above,  or  both,  then  Base  Rent  shall 
be  proportionately  reduced  to  an  amount  equal  to  the  result  obtained  by  multiplying  the  total 
amount  of  Base  Rent  then  due  and  owing  by  a fraction,  the  denominator  of  which  shall  be  766 
and  the  numerator  of  which  shall  be  the  total  number  of  these  Rentable  Units;  provided, 
however,  such  reduction  in  Base  Rent  (for  the  then  current  month  and  all  prior  months)  shall 
offset  the  Base  Rent  otherwise  due  and  owing  hereunder  beginning  in  the  first  month  of  the  fifth 
(5th)  Lease  Year. 

1 6.  TAXES,  ASSESSMENTS  AND  OTHER  EXPENSES 

16.1.  Taxes  and  Assessments,  Licenses,  Permit  Fees  and  Liens. 

(a)  Payment  Responsibility.  During  the  Term  of  this  Agreement,  Subtenant 
shall  pay  any  and  all  real  and  personal  property  taxes,  including,  but  not  limited  to,  possessory 
interest  taxes,  general  and  special  assessments,  excises,  licenses,  permit  fees  and  other  charges 
and  impositions  of  every  description  levied  on  or  assessed  against  the  Premises  (other  than  taxes 
relating  to  any  additions  or  alterations  the  Premises  made  by  the  Authority  or  the  City),  any 
Alterations,  Subtenant’s  Personal  Property,  or  Subtenant’s  use  of  the  Premises  (collectively, 
“Taxes”).  Subtenant  shall  make  all  such  payments  directly  to  the  charging  authority  when  due 
and  payable  and  prior  to  delinquency.  However,  with  respect  to  real  property  or  possessory 
interest  Taxes  levied  on  or  assessed  against  the  Premises  for  which  the  Authority  receives  the  tax 
bill  directly  from  the  taxing  authority.  Subtenant  shall  reimburse  the  Authority  for  payment  of 
such  sums  promptly  upon  written  demand  accompanied  by  (i)  a copy  of  the  relevant  bill  or  tax 
statement  and  (ii)  evidence  of  payment  in  full  of  such  Taxes  by  the  Authority.  The  amount  of  all 
such  Taxes  paid  by  the  Subtenant  shall  automatically  be  deemed  an  approved  Operating  Expense 
under  Section  12  hereof. 

(b)  Taxability  of  Possessory  Interest.  Without  limiting  the  foregoing, 
Subtenant  recognizes  and  agrees  that  this  Agreement  may  create  a possessory  interest  subject  to 
property  taxation. 
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(c)  No  Tax  Liens.  Subtenant  shall  not  allow  or  suffer  a lien  for  any  Taxes  to 
be  imposed  upon  the  Premises  or  upon  any  equipment  or  other  property  of  Subtenant  located 
thereon  and  shall  discharge  the  same  prior  to  delinquency;  provided  however  that  Subtenant  shall 
have  the  right  to  contest  any  such  taxes,  provided  that  Subtenant  posts  with  the  taxing  authority 
any  bond  or  other  security  required  thereby. 

(d)  Reporting  Information.  Subtenant  agrees  to  provide  such  information  as 
Authority  may  reasonably  request  to  enable  the  Authority  to  comply  with  any  possessory  interest 
tax  reporting  requirements  applicable  to  this  Agreement. 

16.2.  Evidence  of  Payment.  Subtenant  shall,  upon  the  Authority’s  written  request, 
furnish  to  the  Authority  within  ten  (10)  days  after  the  date  when  any  Taxes  are  due  and  payable, 
official  receipts  of  the  appropriate  taxing  authority  or  other  evidence  reasonably  satisfactory  to 
Authority,  evidencing  payment  thereof. 

17.  LIENS  AND  ENCUMBRANCES 

17.1.  Mechanics  Liens.  Subtenant  shall  keep  the  Premises  free  from  any  liens  arising 
out  of  any  work  performed,  material  furnished  or  obligations  incurred  by  or  for  Subtenant.  If 
Subtenant  does  not,  within  twenty  (20)  days  following  the  imposition  of  any  such  lien,  cause  the 
lien  to  be  released  of  record  by  payment  or  posting  of  a proper  bond,  the  Authority  shall  have  in 
addition  to  all  other  remedies  provided  herein  and  by  law  or  equity  the  right,  but  not  the 
obligation,  to  cause  the  same  to  be  released  by  such  means  as  it  shall  deem  proper,  including,  but 
not  limited  to,  payment  of  the  claim  giving  rise  to  such  lien.  All  such  sums  paid  by  the  Authority 
and  all  expenses  it  incurs  in  connection  therewith  (including,  without  limitation,  reasonable 
attorneys’  fees)  shall  be  payable  to  the  Authority  by  Subtenant  upon  demand.  To  the  extent  such 
expenses  would  otherwise  constitute  payment  for  the  Work  or  Operating  Expenses,  such 
expenses  (but  not,  for  example,  the  Authority’s  attorney’s  fees  related  to  the  release  of  any  such 
mechanic’s  lien)  shall  be  included  as  cost  of  the  Work  or  Operating  Expenses  under  Section  4 or 
12  above.  The  Authority  shall  have  the  right  at  all  times  to  post  and  keep  posted  on  the  Premises 
any  notices  permitted  or  required  by  law  or  that  the  Authority  reasonably  deems  proper  for  its 
protection  and  protection  of  the  Premises  from  mechanics’  and  materialmen’s  liens. 

17.2.  Encumbrances  by  Subtenant.  Subtenant  shall  not,  without  the  prior  written 
consent  of  the  Authority,  which  consent  shall  not  be  unreasonably  withheld  or  delayed,  create 
any  mortgage,  deed  of  trust,  assignment  of  rents,  fixture  filing,  security  agreement,  or  similar 
security  instrument,  or  other  lien  or  encumbrance  or  assignment  or  pledge  of  an  asset  (an 
“Encumbrance’)  as  security  in  any  manner  against  the  Premises  or  Authority’s  or  Subtenant’s 
interest  under  this  Agreement.  If  the  Authority  consents  to  any  such  Encumbrance,  it  shall,  in 
connection  therewith,  enter  into  an  agreement  with  the  holder  of  such  Encumbrance  which 
includes  customary  and  reasonable  subordination,  non-disturbance  and  attornment  provisions  and 
customary  and  reasonable  mortgagee  protection  provisions. 
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18.  COMPLIANCE  WITH  LAWS 


18.1.  Compliance  with  Laws.  Subtenant  shall  complete  the  Work  and  maintain  the 
Premises  and  Subtenant’s  use  and  operations  thereon  in  compliance  at  all  times  with  applicable 
Laws,  including  any  applicable  federal,  state  or  local  prevailing  wage  laws.  Without  limiting  the 
Authority’s  obligations  under  this  Agreement,  including  with  respect  to  utilities  as  provided 
under  Section  10.1,  no  occurrence  or  situation  arising  during  the  Term,  nor  any  present  or  future 
Law,  whether  foreseen  or  unforeseen,  and  however  extraordinary,  shall  give  Subtenant  any  right 
to  seek  redress  against  the  Authority  for  failing  to  comply  with  any  Laws  and  Subtenant  waives 
any  rights  now  or  hereafter  conferred  upon  it  by  any  existing  or  future  Law  to  compel  the 
Authority  to  make  any  repairs  to  comply  with  any  such  Laws,  on  account  of  any  such  occurrence 
or  situation  and  under  no  circumstances  shall  the  Authority  be  responsible  for  the  payment  of  the 
costs  of  complying  with  such  Laws. 

(a)  The  costs  of  complying  with  Subtenant’s  obligations  under  this  Section 
18.1  shall  be  deemed  an  approved  Operating  Expense  under  Section  12  of  this  Agreement. 

(b)  Other  than  compliance  with  the  FEMA-1 78  seismic  standard  as  required 
in  this  Agreement  (which  the  parties  acknowledge  and  agree  is  different  than  the  seismic  safety 
Laws  applied  by  the  City  in  the  City),  the  Authority  shall  not  directly  or  indirectly  require 
Subtenant  to  comply  with  any  Laws  not  otherwise  applicable  to  comparable  projects  in  the  City. 
If  the  City  imposes  any  Laws  on  the  Project  not  otherwise  applicable  to  comparable  projects  in 
the  City,  the  incremental  costs  of  complying  with  such  Laws  shall  be  an  off-set  against  Base 
Rent. 


18.2.  Regulatory  Approvals. 

(a)  Responsible  Party.  Subtenant  understands  and  agrees  that  Subtenant’s 
use  of  the  Premises  and  construction  of  the  Work  and  any  other  Alterations  permitted  hereunder 
may  require  authorizations,  approvals  or  permits  from  governmental  regulatory  agencies  with 
jurisdiction  over  the  Premises.  To  the  extent  such  approvals  or  permits  are  required,  Subtenant 
shall  be  solely  responsible  for  obtaining  any  and  all  such  regulatory  approvals.  Subtenant  shall 
not  seek  any  regulatory  approval  not  contemplated  in  this  Agreement  without  first  obtaining  the 
written  consent  of  Authority,  which  consent  shall  not  be  unreasonably  withheld  or  delayed. 
Subtenant  shall  bear  all  costs  (which  costs  shall  be  deemed  approved  Operating  Expenses) 
associated  with  applying  for,  obtaining  and  maintaining  any  necessary  or  appropriate  regulatory 
approval  and,  except  as  expressly  set  forth  herein,  shall  be  solely  responsible  for  satisfying  any 
and  all  conditions  imposed  by  regulatory  agencies  as  part  of  a regulatory  approval.  Any  fines  or 
penalties  levied  as  a result  of  Subtenant’s  failure  to  comply  with  the  terms  and  conditions  of  any 
regulatory  approval  shall  be  timely  and  promptly  paid  by  Subtenant  and  shall  be  deemed 
Operating  Expenses  under  Section  12  of  this  Agreement,  except  to  the  extent  such  fines  arise 
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from  Subtenant’s  negligence  or  willful  misconduct.  In  any  event,  the  Authority  shall  have  no 
liability,  monetary  or  otherwise,  for  any  such  fines  or  penalties. 

(b)  The  Authority’s  Efforts.  The  Authority  shall  use  its  best  efforts  to 
cooperate  with  Subtenant  in  Subtenant’s  efforts  to  obtain  all  local,  state  and  federal  governmental 
approvals  related  to  the  Work  and  shall  use  its  best  efforts  to  expedite  all  City  approvals  related 
to  the  Work,  including,  without  limitation,  the  issuance  of  all  required  certificates  authorizing 
occupancy  of  Rentable  Units  upon  the  completion  of  the  Work  and  approvals  related  to 
compliance  with  Disabilities  Laws.  Notwithstanding  the  foregoing,  Subtenant  acknowledges  and 
agrees  that  the  Authority  is  entering  into  this  Agreement  in  its  capacity  as  a holder  of  leasehold 
and  proprietary  interests  in  the  Premises  and  not  as  a regulatory  agency  with  police  powers. 
Nothing  in  this  Agreement  shall  limit  in  any  way  Subtenant's  obligation  to  obtain  any  required 
approvals  from  City  departments,  boards  or  commissions  having  jurisdiction  over  the  Premises. 
This  Section  does  not  modify  or  limit  Subtenant’s  obligation  to  comply  with  Section  18.1  above. 

18.3.  Compliance  with  Authority’s  Risk  Management  Requirements.  Subtenant 
shall  not  do  any  Work,  make  any  Alteration  permitted  hereunder  or  take  any  other  action,  and 
shall  use  commercially  reasonable  efforts  not  to  permit  the  Residential  Tenants  to  do  anything  in 
or  about  the  Premises  that  would  create  any  unusual  fire  risk.  Subtenant  shall  take  commercially 
reasonable  steps  to  protect  the  Authority  from  any  potential  premises  liability  with  respect  to  any 
Work  or  Alteration  performed  by  Subtenant  or  any  contractor  or  subcontractor  of  Subtenant. 
Subtenant  shall  comply  with  any  and  all  requirements  of  any  policies  of  insurance  required 
hereunder. 

19.  DAMAGE  OR  DESTRUCTION 

19.1.  Damage  or  Destruction  to  the  Premises  Covered  by  Required  Insurance.  In 

the  case  of  damage  to  or  destruction  of  all  or  any  portion  of  the  Premises  that  materially 
adversely  affects  the  intended  use  of  such  Premises  hereunder  (“Damage”)  that  is  covered  by  the 
insurance  required  under  Section  25  below  (the  “Required  Insurance”),  except  as  provided  in  the 
next  sentence,  this  Agreement  shall  continue  and  Subtenant  shall  use  the  proceeds  of  any  such 
Required  Insurance  to,  with  reasonable  promptness  and  diligence,  restore,  repair,  replace  or 
rebuild  those  portions  of  the  Premises  so  Damaged  (the  “Damaged  Premises”)  to  comparable 
condition,  quality  and  class  as  the  Damaged  Premises  were  in  immediately  before  such  casualty 
(“Repair”).  Notwithstanding  the  foregoing,  if  (i)  the  Damage  to  the  Premises  or  certain  Rentable 
Units  occurs  during  the  last  2 years  of  the  Term,  (ii)  certain  of  the  Rentable  Units  have  been 
Damaged  to  an  extent  such  that  such  Rentable  Units  would  need  to  be  demolished  and  rebuilt, 
(iii)  the  Damage  cannot  reasonably  be  repaired  within  12  months  with  the  proceeds  of  such 
insurance  plus  amounts  in  the  Replacement  Reserve  Account  or  (iv)  applicable  Laws,  such  as  the 
Public  Trust  for  Commerce  Navigation  and  Fisheries,  prohibit  the  Repair  of  all  or  a portion  of 
the  Damaged  Premises,  Subtenant  may  elect  (by  providing  the  Authority  with  written  notice 
thereof  within  30  days  of  the  day  of  such  Damage)  not  to  Repair  such  portion  of  the  Damaged 
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Premises  or  such  Rentable  Units,  in  which  event  this  Agreement  shall  terminate  with  respect  to 
such  portion  of  the  Damaged  Premises  or  such  Rentable  Units  and  all  applicable  insurance 
proceeds  shall  be  distributed  as  set  forth  in  Section  19.Ua)  below. 

(a)  If  Subtenant  is  not  required  to  Repair  all  or  a portion  of  such  Damaged 
Premises  pursuant  to  this  Section  19.1.  the  proceeds  of  any  Required  Insurance  allocable  to  such 
Damaged  Premises  shall  be  disbursed  as  follows: 

(i)  First,  to  Subtenant  in  an  aggregate  amount  equal  to  the  balance  in 
the  Ledger  Account  and  any  earned  but  undisbursed  Development  Fees,  Management  Fees  and 
Marketing  and  Leasing  Fees  due  to  Subtenant  pursuant  to  this  Sublease;  and 

(ii)  Then,  the  remainder  to  the  Authority. 

19.2.  Damage  or  Destruction  to  the  Premises  Not  Covered  bv  required  Insurance. 

In  the  case  of  Damage  to  the  Premises  that  is  not  covered  by  the  Required  Insurance,  or  to  the 
extent  that  the  costs  to  Repair  the  Damage  would  exceed  the  available  insurance  proceeds. 
Subtenant  shall,  to  the  extent  funds  are  available  in  the  Replacement  Reserve  Account,  and 
subject  to  the  Authority’s  consent  as  provided  in  Section  1 1.3  below,  use  such  funds  to  Repair 
such  Damage.  Notwithstanding  the  foregoing,  nothing  herein  shall  obligate  Subtenant  to  expend 
any  funds  other  than  funds  available  in  the  Replacement  Reserve  Account  or  Insurance  Proceeds 
to  Repair  Damage  covered  by  Sections  19.1  or  19.2. 

19.3.  Rental  Abatement;  Extension  of  Term. 

(a)  In  the  event  of  Damage  to  the  Premises,  Subtenant’s  obligation  to  pay 
Base  Rent  to  the  Authority  shall  be  proportionately  reduced  by  an  amount  equal  to  the  result 
obtained  by  multiplying  the  total  amount  of  Base  Rent  then  due  and  owing  by  a fraction,  the 
denominator  of  which  shall  be  the  total  number  of  Rentable  Units  and  the  numerator  of  which 
shall  be  the  number  of  Rentable  Units  Damaged  by  the  casualty  (the  “Abatement”),  provided, 
however,  the  proceeds  of  any  rental  interruption  insurance  shall  be  treated  as  Gross  Revenues 
hereunder.  The  Abatement  shall  continue  until  Subtenant  completes  the  Repair,  but  in  no  event 
shall  such  Abatement  continue  for  more  than  twelve  (12)  months  after  the  date  of  such  casualty 
unless  the  completion  of  the  Repair  is  delayed  by  an  act  of  the  Authority  or  the  City  or  a Force 
Majeure  Event,  in  which  case  such  twelve  (12)  month  period  shall  be  extended  accordingly. 
Notwithstanding  the  foregoing,  if  Subtenant  is  not  required  to  Repair  such  Damaged  Premises 
pursuant  to  the  provisions  of  Sections  19.1  or  19.2  above  and  this  Agreement  terminates  with 
respect  to  such  portion  of  the  Damaged  Premises  or  such  Rentable  Units,  the  Abatement  shall 
continue  for  the  remainder  of  the  Term  of  this  Agreement. 
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(b)  In  the  event  of  Damage  to  the  Premises  that  affects  substantially  all  of  the 
Premises,  the  Term  of  this  Agreement  shall  automatically  be  extended  for  the  same  period  as  the 
period  of  the  Abatement. 

19.4.  Waiver.  The  Parties  understand  and  agree  that  the  foregoing  provisions  of  this 
Section  19  are  intended  to  govern  fully  the  rights  and  obligations  of  the  Parties  in  the  event  of 
damage  or  destruction  to  the  Premises  or  Alterations,  and  the  Authority  and  Subtenant  each 
hereby  waives  and  releases  any  right  to  terminate  this  Agreement  in  whole  or  in  part  under 
Sections  1932.2  and  1933.4  of  the  Civil  Code  of  California  or  under  any  similar  Laws  now  or 
hereafter  in  effect,  to  the  extent  such  rights  are  inconsistent  with  the  provisions  hereof. 

20.  ASSIGNMENT  AND  SUBLETTING 

20. 1 . Restriction  on  Assignment  and  Subletting.  The  services  to  be  performed  by  the 
Subtenant  under  this  Agreement  are  personal  in  character.  Accordingly,  except  as  provided  in 
Section  17.2  or  the  entering  into  Rental  Agreements  as  provided  herein,  Subtenant  shall  not 
assign  this  Agreement  nor  any  duties  or  obligations  hereunder,  either  voluntarily  or  by  operation 
of  law,  or  sublet  any  portion  of  the  Premises,  unless  the  Authority  first  approves  such  assignment 
or  subletting,  by  written  instrument  executed  and  approved  in  the  same  manner  as  this 
Agreement,  which  approval  may  be  given  or  withheld  in  the  sole  and  absolute  discretion  of  the 
Authority.  Any  purported  assignment  by  Subtenant  in  violation  of  these  restrictions  shall  be 
void. 


21.  DEFAULT 

21.1.  Events  of  Subtenant  Default.  Any  of  the  following  shall  constitute  an  event  of 
default  by  Subtenant  under  this  Agreement  (“Subtenant  Defaults”): 

(a)  Rent  and  Payment  Responsibilities.  Any  failure  to  pay  Rent,  the  Navy 
CAM  Charges,  the  Utilities  Charges,  Taxes,  or  any  other  sums  due  and  payable  by  Subtenant, 
where  such  failure  continues  for  a period  of  ten  (10)  days  following  receipt  by  Subtenant  of 
written  notice  thereof  by  or  on  behalf  of  the  Authority. 

(b)  Covenants  Conditions  and  Representations.  Any  failure  of  Subtenant 
to  perform  or  comply  with  any  other  covenant,  condition  or  representation  of  Subtenant  made 
under  this  Agreement,  provided  that  Subtenant  shall  have  a period  of  thirty  (30)  days  from  the 
date  of  receipt  by  Subtenant  of  written  notice  from  the  Authority  specifying  such  failure  within 
which  to  cure  such  failure  or,  if  such  failure  is  not  reasonably  capable  of  cure  within  such  30-day 
period,  Subtenant  shall  have  a reasonable  period  to  complete  such  cure  if  Subtenant  undertakes 
action  to  cure  such  default  within  such  30-day  period  and  thereafter  diligently  prosecutes  the 
same  to  completion. 
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(c)  Assignment:  Insurance.  Any  attempt  by  Subtenant  to  assign  any 
material  rights  or  obligations  under  this  Agreement  without  the  Authority’s  consent  as  provided 
herein,  or  any  failure  by  Subtenant  to  maintain  any  insurance  required  hereunder,  which  failure  is 
not  cured  by  Subtenant  within  seven  (7)  days  of  Subtenant’s  receipt  of  written  notice  of  such 
failure. 


(d)  Bankruptcy.  The  appointment  of  a receiver  to  take  possession  of  all  or 
substantially  all  of  the  assets  of  Subtenant,  or  an  assignment  by  Subtenant  for  the  benefit  of 
creditors,  or  any  action  taken  or  suffered  by  Subtenant  under  any  insolvency,  bankruptcy, 
reorganization,  moratorium  or  other  debtor  relief  act  or  statute,  whether  now  existing  or  hereafter 
amended  or  enacted  (provided  that  with  respect  to  any  receiver  appointed  or  any  involuntary 
proceeding  commenced  against  Subtenant,  a Subtenant  Default  shall  not  be  deemed  to  have 
occurred  unless  Subtenant  has  failed  to  have  such  receiver  discharged  or  such  proceeding 
dismissed  within  seventy-five  (75)  days. 

21.2.  Regular  Authority  Default.  Any  failure  of  the  Authority  to  perform  or  comply 
with  any  covenant,  condition  or  representation  of  the  Authority  made  under  this  Agreement, 
other  than  the  covenants,  conditions  or  representations  described  in  Section  21.3  below,  shall 
constitute  an  Regular  Authority  Default,  provided  that  the  Authority  shall  have  a period  of  thirty 
(30)  days  from  the  date  of  receipt  of  written  notice  from  Subtenant  of  such  failure  within  which 
to  cure  such  Regular  Authority  Default,  or,  if  such  Regular  Authority  Default  is  not  reasonably 
capable  of  cure  within  such  30-day  period,  the  Authority  shall  have  a reasonable  period  to 
complete  such  cure  if  the  Authority  undertakes  action  to  cure  such  Regular  Authority  Default 
within  such  30-day  period  and  thereafter  diligently  prosecutes  the  same  to  completion. 

21.3.  Special  Authority  Default.  A Special  Authority  Default  means  the  following:  (i) 
any  default  by  the  Authority,  whether  directly  or  as  a result  of  actions  or  failures  to  act  by  the 
City,  under  the  Master  Lease  which  results  in  the  termination  of  the  Master  Lease,  (ii)  any 
termination  of  the  Master  Lease  agreed  to  or  instigated  by  the  Authority  without  Subtenant’s 
prior  written  consent,  or  (iii)  any  breach  by  the  Authority  of  its  obligations  under  Section  10.1(a) 
above  which  materially  adversely  affects  Subtenant’s  intended  use  of  the  Premises  as 
contemplated  herein  and  which  is  not  cured  within  thirty  (30)  days  of  the  Authority’s  receipt  of 
written  notice  of  such  default  from  Subtenant,  or  within  ninety  (90)  days  of  the  Authority’s 
receipt  of  written  notice  of  such  default  from  Subtenant  if  such  breach  is  due  to  an  act  of  God  and 
the  Authority  is  making  all  reasonable  efforts  to  cure  such  breach  . 

22.  REMEDIES. 

22. 1 . Authority's  Remedies  for  Subtenant’s  Defaults.  Upon  the  occurrence  and 
continuing  of  a Subtenant  Default,  the  Authority  shall  have  the  following  rights  and  remedies  in 
addition  to  all  other  rights  and  remedies  available  to  Authority  at  law  or  in  equity: 
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(a)  Terminate  Agreement  and  Recover  Damages.  The  rights  and  remedies 
provided  by  California  Civil  Code  Section  1951.2  (damages  on  termination  for  breach), 
including,  but  not  limited  to,  the  right  to  terminate  Subtenant’s  right  to  possession  of  the 
Premises  and  to  recover  the  worth  at  the  time  of  award  of  the  amount  by  which  the  unpaid  Rent 
for  the  balance  of  the  Term  after  the  time  of  award  exceeds  the  amount  of  rental  loss  for  the  same 
period  that  Subtenant  proves  could  be  reasonably  avoided,  as  computed  pursuant  to  subsection 
(b)  of  such  Section  1951.2.  The  Authority’s  efforts  to  mitigate  the  damages  caused  by  a 
Subtenant  Default  shall  not  waive  any  right  that  the  Authority  may  have  to  recover  unmitigated 
damages  upon  termination. 

(b)  Appointment  of  Receiver.  The  right,  upon  application  by  the  Authority, 
to  have  a receiver  appointed  for  Subtenant  to  take  possession  of  the  Premises  and  to  apply  any 
rentals  collected  from  the  Premises  to  the  Rent  owing  by  Subtenant  hereunder  and  to  exercise  all 
other  rights  and  remedies  granted  to  Authority  pursuant  to  this  Agreement. 

(c)  Forfeiture.  The  right  to  unilaterally  cancel  Subtenant’s  right  to  lease  any 
portions  of  the  Phase  2 Premises  not  substantially  completed  as  provided  under  Section  4.4(b) 
above. 


(d)  Authority’s  Right  to  Cure  Subtenant’s  Defaults.  If  Subtenant  fails  to 
perform  any  of  its  obligations  under  this  Agreement,  then  the  Authority  may  (after  the  expiration 
of  all  applicable  cure  periods,  except  in  the  event  of  an  emergency  as  reasonably  determined  by 
the  Authority  where  prior  notice  by  the  Authority  is  impractical),  remedy  such  Subtenant  Default 
for  Subtenant’s  account  and  at  Subtenant’s  sole  expense.  Subtenant  shall  pay  to  the  Authority, 
promptly  upon  demand,  all  sums  reasonably  expended  by  the  Authority,  or  other  reasonable 
costs,  damages,  expenses  or  liabilities  incurred  by  the  Authority,  including,  without  limitation, 
reasonable  attorneys’  fees,  in  remedying  or  attempting  to  remedy  such  Subtenant  Default.  To  the 
extent  the  sums  reasonably  expended  by  the  Authority  under  this  Section  22.1(d)  are  for  costs  of 
the  Work  or  for  Operating  Expenses  (but  not,  for  example,  the  Authority’s  reasonable  attorney’s 
fees  related  to  such  default),  such  amounts  paid  by  Subtenant  to  the  Authority  shall  be  deemed 
approved  costs  of  the  Work  or  Operating  Expenses  under  Section  4 or  12  hereof.  Subtenant’s 
obligations  under  this  Section  shall  survive  the  termination  of  this  Agreement.  Nothing  herein 
shall  imply  any  duty  of  the  Authority  to  do  any  act  that  Subtenant  is  obligated  to  perform  under 
any  provision  of  this  Agreement,  and  the  Authority’s  cure  or  attempted  cure  of  a Subtenant 
Default  shall  not  constitute  a waiver  of  such  Subtenant  Default  or  any  rights  or  remedies  of  the 
Authority  on  account  of  such  Subtenant  Default. 

22.2.  Subtenant’s  Remedies  for  Authority  Default 


(a)  Upon  the  occurrence  and  continuing  of  a Regular  Authority  Default, 
Subtenant  shall  have  all  rights  and  remedies  available  to  Subtenant  at  Law  or  in  equity. 
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(b)  Upon  the  occurrence  and  continuing  of  a Special  Authority  Default,  at 
Subtenant’s  written  election,  the  Authority  shall  pay  Subtenant  the  then  outstanding  amount  in 
the  Ledger  Account,  all  unpaid  Development  Fees  and  earned  but  unpaid  Management  Fees  and 
Marketing  and  Leasing  Fees,  as  liquidated  damages  (the  “Liquidated  Damages”)  within  ninety 
(90)  days  of  the  Authority’s  receipt  of  the  notice  of  Subtenant’s  election  and  this  Agreement 
shall  terminate  upon  Subtenant’s  receipt  of  such  payment.  The  City  has  unconditionally 
guaranteed  the  Authority’s  obligation  to  pay  the  Liquidated  Damages  pursuant  to  that  certain 
Guaranty  of  Indemnity  Agreement  attached  hereto  as  Exhibit  N.  The  parties  have  agreed  that 
Subtenant's  actual  damages  in  the  event  of  a Special  Authority  Default  would  be  extremely 
difficult  or  impracticable  to  determine.  THEREFORE,  BY  PLACING  THEIR  INITIALS 
BELOW,  THE  PARTIES  ACKNOWLEDGE  THAT  THE  LIQUIDATED  DAMAGES  HAVE 
BEEN  AGREED  UPON,  AFTER  NEGOTIATION,  AS  THE  PARTIES’  REASONABLE 
ESTIMATE  OF  SUBTENANT’S  DAMAGES  AND  AS  SUBTENANT’S  EXCLUSIVE 
REMEDY  AGAINST  THE  AUTHORITY,  AT  LAW  OR  IN  EQUITY,  IN  THE  EVENT  OF  A 
SPECIAL  AUTHORITY  DEFAULT. 

INITIALS:  Subtenant Authority 

(c)  Subtenant’s  Right  to  Cure  Authority’s  Defaults.  If  Authority  fails  to 
perform  any  of  its  obligations  under  this  Agreement,  then  the  Subtenant  may  (after  the  expiration 
of  all  applicable  cure  periods,  except  in  the  event  of  an  emergency  as  reasonably  determined  by 
the  Subtenant  where  prior  notice  by  the  Subtenant  is  impractical),  remedy  such  default  for 
Authority’s  account  and  at  Authority’s  sole  expense.  Authority  shall  pay  to  the  Subtenant, 
promptly  upon  demand,  all  sums  reasonably  expended  by  the  Subtenant,  or  other  reasonable 
costs,  damages,  expenses  or  liabilities  incurred  by  the  Subtenant,  including,  without  limitation, 
reasonable  attorneys’  fees,  in  remedying  or  attempting  to  remedy  such  default.  Authority’s 
obligations  under  this  Section  shall  survive  the  termination  of  this  Agreement.  Nothing  herein 
shall  imply  any  duty  of  the  Subtenant  to  do  any  act  that  Authority  is  obligated  to  perform  under 
any  provision  of  this  Agreement,  and  the  Subtenant’s  cure  or  attempted  cure  of  a default  shall  not 
constitute  a waiver  of  such  default  or  any  rights  or  remedies  of  the  Subtenant  on  account  of  such 
Authority  default. 

23.  RELEASE  AND  WAIVER  OF  CLAIMS; 

23.1.  Release  and  Waiver  of  Claims.  Subtenant,  on  behalf  of  itself  and  Subtenant’s 
Agents,  covenants  and  agrees  that  the  Authority  shall  not  be  responsible  for  or  liable  to 
Subtenant  for,  and,  to  the  fullest  extent  allowed  by  any  Laws,  Subtenant  hereby  waives  all  rights 
against  the  Authority  and  releases  it  from,  any  and  all  claims,  demands,  losses,  liabilities, 
damages,  liens,  injuries,  penalties,  fines,  lawsuits  and  other  proceedings,  judgments  and  awards 
and  costs  and  expenses,  including,  without  limitation,  reasonable  attorneys'  and  consultants'  fees 
and  costs  (“Losses”),  whether  direct  or  indirect,  known  or  unknown,  foreseen  and  unforeseen, 
arising  from  or  related  to  (i)  the  suitability  of  the  Premises  for  Subtenant’s  intended  use  or  (ii)  the 
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physical  or  environmental  condition  of  the  Premises  and  any  related  Alterations  or 
improvements,  including,  without  limitation,  any  and  all  Losses  arising  from  or  related  to  an 
earthquake  or  subsidence. 

(a)  Subtenant  covenants  and  agrees  never  to  file,  commence,  prosecute  or 
cause  to  be  filed,  commenced  or  prosecuted  against  the  Authority  any  claim,  action  or 
proceeding  based  upon  any  claims,  demands,  causes  of  action,  obligations,  damages,  losses, 
costs,  expenses  or  liabilities  of  any  nature  whatsoever  encompassed  by  the  waivers  and  releases 
set  forth  in  this  Section  23.1. 

(b)  In  executing  these  waivers  and  releases.  Subtenant  has  not  relied  upon  any 
representation  or  statement  other  than  as  expressly  set  forth  herein. 

(c)  Subtenant  had  made  such  investigation  of  the  facts  pertaining  to  these 
waivers  and  releases  it  deems  necessary  and  assumes  the  risk  of  mistake  with  respect  to  such 
facts.  These  waivers  and  releases  are  intended  to  be  final  and  binding  on  Subtenant  regardless  of 
any  claims  of  mistake. 

(d)  Subtenant  expressly  acknowledges  and  agrees  that  the  Rent  payable 
hereunder  does  not  take  into  account  any  potential  liability  of  the  Authority  for  liabilities 
encompassed  by  the  waivers  and  releases  set  forth  in  this  Section  23.1.  The  Authority  would  not 
be  willing  to  enter  into  this  Agreement  in  the  absence  of  a waiver  of  liability  for  consequential  or 
incidental  damages  set  forth  in  this  Section  23.1  and  Subtenant  expressly  assumes  the  risk  with 
respect  thereto. 


(e)  In  connection  with  the  foregoing  releases.  Subtenant  acknowledges 
that  it  is  familiar  with  Section  1542  of  the  California  Civil  Code,  which  reads: 

A general  release  does  not  extend  to  claims  that  the  creditor  does  not 
know  or  suspect  to  exist  in  his  favor  at  the  time  of  executing  the 
release,  which  if  known  by  him  must  have  materially  affected  his 
settlement  with  the  debtor. 

Subtenant  acknowledges  that  the  releases  contained  herein  include  all  known  and 
unknown,  disclosed  and  undisclosed,  and  anticipated  and  unanticipated  claims  encompassed  by 
the  waivers  and  releases  set  forth  in  this  Section  23.1.  Subtenant  realizes  and  acknowledges  that 
it  has  agreed  upon  this  Sublease  in  light  of  this  realization  and,  being  fully  aware  of  this 
situation,  it  nevertheless  intends  to  waive  the  benefit  of  Civil  Code  Section  1542,  or  any  statute 
or  other  similar  law  now  or  later  in  effect.  The  waivers  and  releases  contained  herein  shall 
survive  any  termination  of  this  Sublease. 
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(f)  Without  limiting  its  rights  under  Section  22.2,  Subtenant  acknowledges 
that  it  will  not  be  a displaced  person  at  the  time  this  Agreement  is  terminated  or  expires  by  its 
own  terms,  and,  without  limiting  the  foregoing,  Subtenant  fully  releases,  waives  and  discharges 
forever  any  and  all  claims  against,  and  covenants  not  to  sue,  the  Authority  or  its  Agents  for 
claims  for  relocation  benefits  or  assistance  from  the  Authority  under  federal  and  state  relocation 
assistance  laws  (including,  but  not  limited  to,  California  Government  Code  Section  7260  et  seq.) 

23.2.  Covenant  bv  the  Authority  Not  to  Sue.  The  Authority  shall  not  directly  or 
indirectly  bring  an  action  or  proceeding,  whether  in  a court  of  law  or  otherwise,  against 
Subtenant  with  regard  to  the  environmental  conditions  existing  at  the  Base  except  to  the  extent 
that  such  condition  is  caused  by  a violation  of  Law  by  Subtenant  or  by  Subtenant  introducing 
Hazardous  Material  (as  defined  herein)  to  the  Base. 

24.  INDEMNIFICATION 

24.1.  Subtenant's  Indemnity.  Subtenant,  on  behalf  of  itself  and  Subtenant’s  Agents, 
shall  indemnify,  protect,  defend  and  hold  harmless  forever  (“Indemnify”)  the  Authority  and  the 
Authority’s  Agents  from  and  against  any  and  all  Losses  caused  by  acts  or  omissions  of  Subtenant 
or  Subtenant’s  Agents  or  Invitees  with  respect  to  the  Premises,  or  relating  to  the  rehabilitation, 
use  or  occupancy  of  the  Premises,  including,  without  limitation,  any  accident,  injury  or  death  to 
any  of  Subtenant’s  Agent’s  or  Invitees  occurring  on  or  about  the  Premises,  except  to  the  extent 
that  (i)  such  indemnity  is  void  or  otherwise  unenforceable  under  any  applicable  Laws  in  effect  on 
or  validly  retroactive  to  the  date  of  this  Agreement,  (ii)  such  Losses  are  caused  by  the  Authority, 
or  (iii)  such  Losses  are  included  within  the  Section  330  Indemnity. 

(a)  The  foregoing  Indemnity  shall  include,  without  limitation,  reasonable  fees 
of  attorneys,  consultants  and  experts  and  related  costs  and  the  Authority’s  costs  of  investigating 
any  Loss.  Subtenant  specifically  acknowledges  and  agrees  that  it  is  obligated  to  defend  the 
Authority  from  any  claim  which  falls  within  this  indemnity  provision  even  if  such  allegation  is 
or  may  be  groundless,  fraudulent  or  false,  which  obligation  arises  at  the  time  such  claim  is 
properly  tendered  to  Subtenant  by  the  Authority.  Subtenant’s  obligations  under  this  Section  shall 
survive  the  expiration  or  sooner  termination  of  this  Agreement. 

24.2.  Authority's  Indemnity.  Subject  to  the  provisions  of  Section  22.2(b)  above,  the 
Authority,  on  behalf  of  itself  and  the  Authority’s  Agents,  shall  Indemnify  Subtenant  and 
Subtenant’s  Agents  from  and  against  any  and  all  Losses  caused  by  acts  or  omissions  of  the 
Authority  or  the  Authority’s  Agents  including,  without  limitation,  any  accident,  injury  or  death 
to  any  of  Authority’s  Agent’s  occurring  with  respect  to  the  Premises,  except  to  the  extent  that  (i) 
such  indemnity  is  void  or  otherwise  unenforceable  under  any  applicable  Laws  in  effect  on  or 
validly  retroactive  to  the  date  of  this  Agreement,  (ii)  such  Losses  are  caused  by  the  Subtenant  or 
(iii)  such  Losses  are  included  within  the  Section  330  Indemnity. 
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(a)  The  foregoing  Indemnity  shall  include,  without  limitation,  reasonable  fees 
of  attorneys,  consultants  and  experts  and  related  costs  and  Subtenant’s  costs  of  investigating  any 
Loss.  The  Authority  specifically  acknowledges  and  agrees  that  it  is  obligated  to  defend 
Subtenant  from  any  claim  which  falls  within  this  indemnity  provision  even  if  such  allegation  is 
or  may  be  groundless,  fraudulent  or  false,  which  obligation  arises  at  the  time  such  claim  is 
properly  tendered  to  the  Authority  by  Subtenant.  Subtenant’s  obligations  under  this  Section  shall 
survive  the  expiration  or  sooner  termination  of  this  Agreement. 

24.3.  City’s  Guaranty  of  Indemnity.  Pursuant  to  the  Guaranty  of  Indemnity 
Agreement  attached  hereto  as  Exhibit  N,  the  City  has  guaranteed  the  Authority’s  obligation  to 
pay  the  Liquidated  Damages  to  Subtenant  when  due  as  provided  in  Section  22.2(b)  above. 

24.4.  Master  Landlord’s  Section  330  Environmental  Indemnity.  The  Parties  hereby 
acknowledge  and  agree  that,  pursuant  to  Section  330  of  Public  Law  102-484,  as  amended, 

Master  Landlord  shall  hold  harmless,  defend  and  indemnify  (the  “Section  330  Indemnity”)  the 
Authority  and  Subtenant  from  and  against  any  suit,  claim,  demand,  action,  liability,  judgment, 
cost  or  fee,  arising  out  of  any  claim  for  personal  injury  or  property  damage  (including  death, 
illness,  loss  of  or  damage  to  property  or  economic  loss)  that  results  from,  or  is  in  any  manner 
predicated  upon,  the  release  or  threatened  release  of  any  hazardous  substance,  pollutant, 
contaminant,  petroleum  product,  or  petroleum  derivative  from  or  on  the  Premises  as  a result  of 
Department  of  Defense  activities  at  the  Base. 

(a)  In  the  event  Subtenant  or  the  Authority  incurs  costs  or  other  expenses  due 
to  Master  Landlord’s  failure  to  satisfy  its  obligations  under  the  Section  330  Indemnity,  such  costs 
or  expenses  shall  automatically  be  deemed  an  Operating  Expense  under  Section  12.1  above  and 
any  subsequent  recovery  from  the  Master  Landlord  as  a result  of  such  failure  shall  be  a Gross 
Revenue. 

25.  INSURANCE 

25.1.  Subtenant’s  Insurance.  Subtenant  shall  and  may  procure  and  maintain 
throughout  the  Term  of  this  Agreement  for  the  mutual  benefit  of  the  Authority  and  Subtenant, 
and  pay  the  cost  thereof  (which  cost  shall  be  deemed  an  approved  Operating  Expense  under 
Section  13.1  hereof,  subject  to  the  limits  set  forth  therein  and,  if  the  limit  is  exceeded  but  not 
approved,  such  insurance  need  not  be  obtained  by  Subtenant),  the  following  insurance: 

(a)  Professional  Liability  Insurance.  Professional  Liability  insurance  with 
limits  not  less  than  $2,000,000  each  claim  and  aggregate,  including  coverage  for  negligent  acts, 
errors  or  omissions  arising  out  of  professional  services  performed  under  this  Agreement  for 
architectural,  engineering  and  geotechnical  services,  with  any  deductible  not  to  exceed  $25,000 
each  claim. 
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(b)  Property  Insurance.  Property  insurance  on  an  ISO  “special  form” 
(excluding  earthquake  and  flood)  with  any  exposures  for  reconstruction  (builders’  risk),  loss  of 
rents  up  to  12  months  included  in  the  aggregate  limit.  The  loss  of  rents  coverage  shall  have  a 
deductible  of  no  more  than  $5,000  per  occurrence.  The  deductible  will  be  no  greater  than 
$50,000  per  occurrence  for  property  related  losses  only.  Any  vacancy  clause  will  be  waived  or 
extended  to  no  less  than  180  days.  The  limit  of  coverage  will  be  full  replacement  cost  or  a stop 
loss  limit  that  covers  at  least  35%  of  the  total  insurable  value  of  all  covered  Rentable  Units; 
provided,  however,  that  in  no  event  shall  the  amount  of  such  coverage  be  less  than  the  then 
current  balance  in  the  Ledger  Account. 

(c)  Environmental  Pollution  Insurance.  Environmental  Impairment 
Liability  Insurance,  with  limits  not  less  than  $5,000,000  each  occurrence,  including  coverage  for 
pollution  or  contamination,  with  any  deductible  not  to  exceed  $50,000  each  occurrence. 

(d)  [Intentionally  left  blank.] 

(e)  Earthquake  and  Flood  Insurance.  Coverage  for  earthquake  and  flood 
insurance  shall  be  secured  for  a total  of  $8,000,000  nominally  with  a limit  of  $9,500  per  unit 
after  a $1,000,000  deductible  per  occurrence  per  the  insurer’s  form. 

(0  Commercial  General  Liability  Insurance.  Commercial  General 

Liability  Insurance  shall  be  written  on  an  occurrence  and  on  a site-specific  basis  with  coverage 
equal  to  or  better  than  the  ISO  form  CG-001.  Primary  limits  shall  be  $1,000,000  Combined 
Single  Limit  (CSL)  per  occurrence  and  $2,000,000  aggregate.  A deductible,  per  claim,  of  no 
greater  than  $2,500  will  be  acceptable.  Coverage  should  include  within  the  policy  form  and 
limits:  Personal  Injury,  Independent  Contractors,  Contractual  liability,  Products  and  Completed 
operations  and  a Severability  of  interests’  clause.  (Explosion,  collapse  and  underground 
coverage  shall  not  be  excluded.)  An  excess  policy  increasing  the  total  limit  to  $10,000,000  will 
be  required.  Said  excess  policy  may  be  an  umbrella  or  a following  form  excess  contract. 

(g)  Workers  Compensation  Insurance.  Worker’s  compensation  insurance 
with  statutory  limits  as  required  by  California  law,  and  Employer’s  Liability  Insurance  with 
limits  of  not  less  than  $1,000,000. 

(h)  Automobile  Liability  Insurance.  Automobile  liability  insurance  with 
limits  not  less  than  $1,000,000  each  occurrence  combined  single  limit  for  bodily  injury  and 
property  damage,  including  owned  and  non-owned  and  hired  vehicles,  if  Subtenant  uses  or 
causes  to  be  used  automobiles  in  connection  with  its  use  of  the  Premises.  Such  insurance  shall 
provide  coverage  at  least  as  broad  as  provided  under  ISO  Form  Number  CA-00-01 . 

(i)  Watercraft  and  Aircraft  Insurance.  Should  Subtenant  operate  or  cause 
to  be  operated  any  aircraft  or  watercraft  in  performance  of  its  activities  under  this  Agreement, 
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insurance  for  such  operations,  in  amount,  form  and  with  insurers  reasonably  satisfactory  to  the 
Authority,  shall  be  obtained,  paid  for,  and  maintained  by  Subtenant  throughout  such  operations. 

(j)  Employee  Fidelity  Bonds.  Fidelity  bond  insurance  coverage  for  on-site 
employees  with  a $1,000,000  limit  and  $1,000  deductible. 

25.2.  General  Requirements.  All  insurance  provided  for  under  this  Agreement  shall 
be  effected  under  valid  enforceable  policies  issued  by  insurers  of  recognized  responsibility  and 
reasonably  approved  by  the  Authority. 

(a)  Should  any  of  the  required  insurance  be  provided  under  a claims  made 
form.  Subtenant  shall  maintain  such  coverage  continuously  throughout  the  term  hereof  and, 
without  lapse,  for  a period  of  one  (1)  year  beyond  the  expiration  or  termination  of  this 
Agreement,  to  the  effect  that,  should  occurrences  during  the  Term  give  rise  to  cliams  made 
during  the  one  year  period  after  expiration  or  termination  of  this  Agreement,  such  claims  shall  be 
covered  by  such  claims  made  policies. 

(b)  All  insurance  policies  shall  be  endorsed  to  provide  the  following: 

(i)  The  Authority  shall  be  named  as  an  additional  named  insured  and 
loss  payee  on  liability  and  property  coverages  as  its  interest  may  appear,  if  necessary.  Subtenant 
shall  be  first  named  insured. 

(ii)  Any  other  insurance  carried  by  the  Authority,  which  may  be 
applicable,  shall  be  deemed  excess  insurance  and  Subtenant’s  insurance  shall  be  deemed  primary 
for  all  purposes.  Subtenant’s  policies  shall  also  provide  for  severability  of  interest  provisions. 

(iii)  Thirty-day  written  notice  of  cancellation,  non-renewal  or  material 
change  in  coverage  shall  be  given  to  the  Authority.  Ten-day  notice  will  be  acceptable  for  notice 
of  non-payment. 


(iv)  On  or  before  Commencement  Date,  Subtenant  shall  deliver  to  the 
authority  certificates,  binders,  etc.  evidencing  the  placement  of  insurance  coverages  as  specified 
in  this  agreement. 

(c)  On  or  before  the  Commencement  Date,  Subtenant  shall  deliver  to 
Authority  certificates  of  insurance  in  form  and  with  insurers  satisfactory  to  Authority,  evidencing 
the  coverages  required  hereunder,  and  Subtenant  shall  provide  Authority  with  certificates 
thereafter  at  least  ten  (10)  days  before  the  expiration  dates  of  expiring  policies.  In  the  event 
Subtenant  shall  fail  to  procure  such  insurance,  or  deliver  such  certificates.  Authority  may,  at  its 
option,  after  providing  five  (5)  days’  prior  written  notice  of  the  Authority’s  intention  of  so-doing 
in  the  event  of  a failure  of  Subtenant  to  deliver  such  certificates,  procure  the  same  for  the  account 

45 


: :odma\pcdocs\la3\859924\l  4 


of  Subtenant,  and  the  cost  thereof  shall  be  paid  to  Authority  within  five  (5)  days  after  delivery  to 
Subtenant  of  bills  and  evidence  of  payment  therefor. 

25.3.  No  Limitation  on  Indemnities.  Subtenant’s  compliance  with  the  provisions  of 
this  Section  shall  in  no  way  relieve  or  decrease  either  the  Authority’s  or  Subtenant’s 
indemnification  obligations  herein  or  any  of  the  Authority’s  or  Subtenant’s  other  obligations  or 
liabilities  under  this  Agreement. 

25.4.  Subtenant’s  Personal  Property.  Subtenant  shall  be  responsible,  at  its  expense, 
for  separately  insuring  Subtenant’s  Personal  Property. 

25.5.  Waiver  of  Subrogation.  Without  affecting  any  other  rights  or  remedies  provided 
hereunder,  the  Authority  and  Subtenant  (each  a “Waiving  Party”)  each  hereby  release  and  relieve 
the  other,  and  waive  their  entire  right  to  recover  damages  (whether  in  contract  or  in  tort)  against 
the  other,  for  loss  of  or  damage  to  the  Waiving  Party’s  property,  to  the  extent  (i)  such  loss  or 
damage  is  actually  covered  from  valid  and  collectible  insurance  covering  the  Waiving  Party  and 
(ii)  the  Waiving  Party’s  insurance  carrier  agrees  to  its  written  waiver  of  right  to  recover  such  loss 
or  damage. 

26.  ACCESS  BY  AUTHORITY 

26.1.  Access  to  Premises  bv  Authority. 

(a)  General  Access.  Without  unreasonably  interfering  with  the  use  and  quiet 
enjoyment  of  the  Premises  by  Residential  Tenants,  the  Authority  reserves  for  itself  and  the 
Authority’s  Agents,  the  right  to  enter  the  Premises  and  any  portion  thereof  at  all  reasonable  times 
upon  not  less  than  twenty-four  (24)  hours  oral  or  written  notice  to  Subtenant  (except  in  the  event 
of  an  emergency)  for  any  purpose. 

(b)  Emergency  Access.  In  the  event  of  any  emergency,  as  reasonably 
determined  by  the  Authority,  the  Authority  may,  at  its  sole  option  and  without  notice,  enter  the 
Premises  and  alter  or  remove  any  Alterations  or  Subtenant’s  Personal  Property  on  or  about  the 
Premises  so  long  as  such  alteration  or  removal  is  reasonably  related  to  and  necessary  for 
remedying  or  properly  responding  to  such  emergency.  The  Authority  shall  have  the  right  to  use 
any  and  all  means  the  Authority  reasonably  considers  appropriate  to  gain  access  to  any  portion  of 
the  Premises  in  an  emergency.  In  such  case,  to  the  maximum  extent  permitted  by  law,  the 
Authority  shall  not  be  responsible  for  any  damage  or  injury  to  any  such  property,  nor  for  the 
replacement  of  any  such  property  and  any  such  emergency  entry  shall  not  be  deemed  to  be  a 
forcible  or  unlawful  entry  onto  or  a detainer  of,  the  Premises,  or  an  eviction,  actual  or 
constructive,  of  Subtenant  from  the  Premises  or  any  portion  thereof. 
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(c)  No  Liability.  The  Authority  shall  not  be  liable  in  any  manner,  and 
Subtenant  hereby  waives  any  claims,  for  any  Losses  arising  out  of  the  Authority’s  entry  onto  the 
Premises,  except  for  damage  resulting  from  the  negligence  or  willful  misconduct  of  the  Authority 
or  the  Authority’s  Agents,  to  the  extent  not  contributed  to  by  the  acts,  omissions  or  negligence  of 
Subtenant,  Subtenant’s  Agents  or  Subtenant’s  Invitees. 

26.2.  Access  to  Premises  by  Master  Landlord.  Subtenant  acknowledges  and  agrees 
that  Master  Landlord  shall  have  all  of  the  rights  of  access  to  the  Premises  described  in  the  Master 
Lease. 


27.  SURRENDER 

27.1.  Surrender  of  the  Premises.  Upon  the  Expiration  Date  or  other  termination  of  the 
Term  of  this  Agreement,  Subtenant  shall  peaceably  quit  and  surrender  to  the  Authority  the 
Premises  together  with  the  Work  and  any  other  Alterations  approved  by  Authority  in  as  good 
order  and  condition  as  existed  at  the  time  the  Work  was  completed  for  such  Premises,  except  for 
normal  wear  and  tear  and  subject  to  the  provisions  of  Section  19  above  regarding  damage  or 
destruction  by  casualty  and  taking  into  account  the  occupancy  of  the  Rentable  Unit,  when 
surrendered.  Normal  wear  and  tear  shall  not  include  any  damage  or  deterioration  that  would 
have  been  prevented  had  Subtenant  properly  performed  its  obligations  under  this  Agreement. 

The  Premises  shall  be  surrendered  free  and  clear  of  all  liens  and  encumbrances  arising  out  of 
Subtenant’s  acts  other  than  liens  and  encumbrances  approved  by  the  Authority  as  provided 
herein  and  rights  of  Residential  Tenants  in  Rentable  Units  occupied  at  the  end  of  the  Term,  if 
any.  Immediately  before  the  Expiration  Date  or  other  termination  of  this  Agreement,  Subtenant 
shall  remove  all  of  Subtenant’s  Personal  Property  as  provided  in  this  Agreement,  and  repair  any 
damage  resulting  from  such  removal.  Subtenant’s  obligations  under  this  Section  shall  survive 
the  Expiration  Date  or  other  termination  of  this  Agreement.  Any  items  of  Subtenant’s  Personal 
Property  remaining  in  the  Premises  after  the  Expiration  Date  or  sooner  termination  of  this 
Agreement  may,  at  the  Authority’s  option,  be  deemed  abandoned  and  disposed  of  in  accordance 
with  Section  1980  et  seq.  of  the  California  Civil  Code  or  in  any  other  manner  allowed  by  law. 
The  Authority  agrees  to  assume  all  Rental  Agreements  at  the  end  of  the  Term,  entered  into  by 
Subtenant  in  conformity  with  this  Agreement.  In  no  event  is  Subtenant  required  to  evict  a 
Residential  Tenant,  who  has  executed  a Rental  Agreement  in  conformity  with  this  Agreement,  at 
the  end  of  the  Term. 

28.  HAZARDOUS  MATERIALS 

28.1.  No  Hazardous  Materials.  Except  as  shown  on  Exhibit  O attached  hereto  or  in 
the  Work  Plan  or  the  Management  Plan,  Subtenant  covenants  and  agrees  that  Subtenant  shall  not, 
and  shall  take  commercially  reasonable  efforts  to  ensure  that  Subtenant’s  Invitees  do  not,  cause 
or  permit  any  Hazardous  Material  to  be  brought  upon,  kept,  used,  stored,  generated  or  disposed 
of  in,  on  or  about  the  Premises  or  transported  to  or  from  the  Premises  in  violation  of 
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Environmental  Laws  (as  defined  herein)  without  the  prior  written  approval  of  the  Authority, 
which  approval  will  not  be  unreasonably  withheld  or  delayed.  The  Authority  may  from  time  to 
time  reasonably  request  Subtenant  to  provide  adequate  information  for  the  Authority  to 
determine  whether  any  Hazardous  Material  permitted  hereunder  is  being  handled  in  compliance 
with  all  applicable  federal,  state  or  local  Laws  or  policies  relating  to  Hazardous  Material 
(including,  without  limitation,  its  use,  handling,  transportation,  production,  disposal,  discharge  or 
storage)  or  to  human  health  and  safety,  industrial  hygiene  or  environmental  conditions  in,  on, 
under  or  about  the  Premises,  including,  without  limitation,  soil,  air  and  groundwater  conditions 
(“Environmental  Laws”),  and  Subtenant  shall  promptly  provide  all  such  information  reasonably 
requested.  The  Authority  and  the  Authority’s  Agents  shall  have  the  right  to  inspect  the  Premises 
for  Hazardous  Material  and  compliance  with  the  provisions  hereof  at  all  reasonable  times  upon 
reasonable  advance  oral  or  written  notice  to  Subtenant  (except  in  the  event  of  an  emergency).  As 
used  herein  “Hazardous  Material”  shall  mean  any  material  that,  because  of  its  quantity, 
concentration  or  physical  or  chemical  characteristics,  is  deemed  by  any  federal,  state  or  local 
governmental  authority  to  pose  a present  or  potential  hazard  to  human  health  or  safety  or  to  the 
environment,  including,  without  limitation,  any  material  or  substance  defined  as  a “hazardous 
substance,”  or  “pollutant”  or  “contaminant”  pursuant  to  the  Comprehensive  Environmental 
Response,  Compensation  and  Liability  Act  of  1980  (“CERCLA”,  also  commonly  known  as  the 
“Superfund”  law),  as  amended,  (42  U.S.C.  Sections  9601  et  seq.)  or  pursuant  to  Section  25281  of 
the  California  Health  & Safety  Code;  any  “hazardous  waste”  listed  pursuant  to  Section  25140  of 
the  California  Health  & Safety  Code;  any  asbestos  and  asbestos  containing  materials  and 
petroleum,  including  crude  oil  or  any  fraction  thereof,  and  natural  gas  or  natural  gas  liquids. 

28.2.  No  Releases.  Subtenant  shall  not,  and  Subtenant  shall  use  commercially 
reasonable  efforts  to  ensure  that  Subtenant’s  Invitees  do  not,  cause  any  spilling,  leaking, 
pumping,  pouring,  emitting,  discharging,  injecting,  escaping,  leeching  or  dumping  (“Release”)  of 
Hazardous  Material  in,  on,  under  or  about  the  Premises  or  the  Property.  Subtenant  shall 
immediately  notify  the  Authority  if  and  when  Subtenant  has  actual  knowledge  that  there  has  been 
a release  of  Hazardous  Material  in,  on  or  about  the  Premises  and  shall  afford  the  Authority  a full 
opportunity  to  participate  in  any  discussions  with  governmental  regulatory  agencies  regarding 
any  settlement  agreement,  cleanup  or  abatement  agreement,  consent  decree,  permit,  approvals,  or 
other  compromise  or  proceeding  involving  Hazardous  Material. 

28.3.  Subtenant’s  Environmental  Indemnity.  Without  limiting  Subtenant’s  general 
Indemnity  contained  in  Section  24.1  above,  if  Subtenant  fails  to  perform  any  of  its  obligations 
contained  in  Sections  28.1  or  28.2  above,  Subtenant  shall  Indemnify  the  Authority  and  the 
Authority’s  Agents  from  and  against  any  and  all  Losses  arising  under  or  related  to  such  failure, 
including,  without  limitation  Losses  related  to  (i)  enforcement,  investigation,  remediation  or 
other  governmental  or  regulatory  actions,  agreements  or  orders  threatened,  instituted  or 
completed  pursuant  to  any  Environmental  Laws,  (ii)  claims  by  any  third  party  against  the 
Authority  or  the  Authority’s  Agents  relating  to  damage,  contribution,  cost  recovery 
compensation,  loss  or  injury,  (iii)  investigation  and  remediation  costs,  fines,  natural  resource 
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damages,  the  loss  or  restriction  of  the  use  or  any  amenity  of  the  Premises  or  the  Base  and 
reasonable  attorneys’  fees  and  consultants’  fees  and  experts’  fees  and  costs  and  (iv)  all  costs 
associated  with  the  investigation  and  remediation  of  Hazardous  Material  and  with  the  restoration 
of  the  Premises  to  its  prior  condition  including,  without  limitation,  fines  and  penalties  imposed 
by  regulatory  agencies,  and  expressly  excluding  any  Losses  to  the  extent  covered  by  the  Section 
330  Indemnity  or  caused  by  the  Authority,  its  Agents  or  Invitees.  All  costs  paid  by  Subtenant 
under  this  provision  as  a result  of  acts  or  omissions  by  Subtenant’s  Invitees  shall  be  deemed  an 
approved  Operating  Expense  unless  caused  by  Subtenant’s  gross  negligence  or  willful 
misconduct. 


28.4.  No  Hazardous  Materials.  Authority  covenants  and  agrees  that  Authority  and 
Authority’s  Agents  shall  not,  and  shall  take  reasonable  efforts  to  ensure  that  Authority’s  Invitees 
do  not,  cause  or  permit  any  Hazardous  Material  to  be  brought  upon,  kept,  used,  stored,  generated 
or  disposed  of  in,  on  or  about  the  Premises  or  transported  to  or  from  the  Premises  in  violation  of 
Environmental  Laws. 

28.5.  No  Releases.  Authority  and  Authority’s  Agents  shall  not,  and  Authority  shall  use 
reasonable  efforts  to  ensure  that  Authority’s  Invitees  do  not,  cause  any  Hazardous  Material  in, 
on,  under  or  about  the  Premises  or  the  Property.  Authority  shall  immediately  notify  the 
Subtenant  if  and  when  Authority  has  actual  knowledge  that  there  has  been  a release  of  Hazardous 
Material  in,  on  or  about  the  Premises  and  shall  afford  the  Subtenant  a full  opportunity  to 
participate  in  any  discussions  with  governmental  regulatory  agencies  regarding  any  settlement 
agreement,  cleanup  or  abatement  agreement,  consent  decree,  permit,  approvals,  or  other 
compromise  or  proceeding  involving  Hazardous  Material. 

28.6.  Authority’s  Environmental  Indemnity.  Without  limiting  Authority’s  general 
Indemnity  contained  in  Section  24.2  above,  if  Authority  fails  to  perform  any  of  its  obligations 
contained  in  Sections  28.4  or  28.5  above,  Authority  shall  Indemnify  the  Subtenant  and  the 
Subtenant’s  Agents  from  and  against  any  and  all  Losses  arising  under  or  related  to  such  failure, 
including,  without  limitation  Losses  related  to  (i)  enforcement,  investigation,  remediation  or 
other  governmental  or  regulatory  actions,  agreements  or  orders  threatened,  instituted  or 
completed  pursuant  to  any  Environmental  Laws,  (ii)  claims  by  any  third  party  against  the 
Subtenant  or  the  Subtenant’s  Agents  relating  to  damage,  contribution,  cost  recovery 
compensation,  loss  or  injury,  (iii)  investigation  and  remediation  costs,  fines,  natural  resource 
damages,  the  loss  or  restriction  of  the  use  or  any  amenity  of  the  Premises  and  reasonable 
attorneys’  fees  and  consultants’  fees  and  experts’  fees  and  costs  and  (iv)  all  costs  associated  with 
the  investigation  and  remediation  of  Hazardous  Material  and  with  the  restoration  of  the  Premises 
or  the  Base  to  its  prior  condition  including,  without  limitation,  fines  and  penalties  imposed  by 
regulatory  agencies,  and  expressly  excluding  any  Losses  to  the  extent  covered  by  the  Section  330 
Indemnity  or  caused  by  the  Subtenant,  its  Agents  or  Invitees. 
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28.7.  Acknowledgment  of  Receipt  of  EBS  and  FOSL  Reports.  Subtenant  and 
Authority,  respectively,  hereby  acknowledges  for  itself  and  its  respective  Agents  that,  prior  to  the 
execution  of  this  Agreement,  it  has  received  and  reviewed  the  Environmental  Baseline  Survey 
(“EBS”)  and  the  FOSL  described  in  Section of  the  Master  Lease. 

29.  RELOCATION  COSTS 

Without  limiting  the  Authority’s  indemnity  under  Section  24.2  hereof,  the  Authority  shall 
be  responsible  for  and  shall  Indemnify  Subtenant  and  its  Agents  for  any  and  all  relocation  costs 
payable  to  Residential  Tenants  arising  under  federal  and  state  relocation  assistance  laws, 
including,  but  not  limited  to,  California  Government  Code  Section  7260  et  seq. 

30.  CONVENIENCE  STORE  AND  OTHER  COMMERCIAL  SERVICES 

30.1 . Good  Faith  Efforts.  The  Authority  shall  use  good  faith  efforts  to  work  with 
TIHDI  and  Subtenant  and/or  other  third  parties  for  the  establishment  of  important  commercial 
services  on  the  Base,  including,  without  limitation,  a child-care  center,  cafe,  and 
grocery/convenience  store. 

30.2.  Separate  Sublease.  If  by  March  31,  1999,  neither  the  Authority  nor  TIHDI  has 
established  and  opened  a convenience  store  or  similar  store  on  the  Base,  or  if  such  store  is 
established  but  is  not  continuously  operated  during  regular  business  hours  thereafter  during  the 
Term,  the  Authority  will  negotiate  and  use  good  faith  efforts  to  enter  into  a separate  sublease 
with  Subtenant  (or  another  entity  reasonably  acceptable  to  Subtenant)  of  suitable  premises  on  the 
Base  for  the  establishment  and  operation  of  such  a convenience  store,  at  a location  and  on  terms 
and  conditions  mutually  acceptable  to  the  Authority  and  Subtenant. 

31.  TRANSPORTATION  SERVICES 

31.1.  Ferry  Service.  The  Authority  shall  explore  opportunities  for  the  establishment  of 
regular  ferry  service  to  the  Base. 

31.2.  Muni  Bus  Service.  The  Authority  shall  use  its  best  reasonable  efforts  to  have  the 
City  maintain  at  least  the  current  level  of  Municipal  Railway  bus  service  to  and  from  the  Base. 

31.3.  Intra-Island  Shuttle  Service.  Subtenant  shall  use  good  faith  efforts  to  provide 
an  electric  van  or  other  comparable  service  to  provide  Residential  Tenants  with  regular 
transportation  service  to  and  between  various  mutually  agreeable  locations  on  the  Base. 

31.4.  Off  Island  Shuttle  Service.  Subtenant  shall  use  good  faith  efforts  to  provide  or 
cause  to  be  provided,  a regular  shuttle  service  available  to  all  users  of  the  Base  by  and  between 
Building  1 on  the  Base  and  the  area  around  the  Ferry  Building  in  downtown  San  Francisco,  to 
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the  extent  provision  of  such  service  will  not  cause  Subtenant  to  become  a common  carrier  and  at 
a reasonable  cost.  Any  Operating  Expenses  in  fact  incurred  to  provide  such  service  or  the  service 
described  in  Section  3 1 .3  are  deemed  approved  Operating  Expenses.  The  Authority  shall 
cooperate  with  Subtenant  in  its  efforts  to  provide,  or  cause  to  provide,  such  service. 

31.5.  Public  Transit  Information.  Subtenant  shall  make  good  faith  efforts  to  establish 
and  maintain  during  the  Term  a program  to  encourage  maximum  use  of  mass  or  public 
transportation  by  Subtenant’s  Agents  and  Invitees,  including  Residential  Tenants,  including, 
without  limitation,  commercially  reasonable  efforts  to  distribute  to  such  persons  written 
materials  explaining  the  convenience  and  availability  of  mass  or  public  transportation  facilities 
available  at  the  Base. 

32.  WORKFORCE  HIRING  GOALS 

In  performing  its  rights  and  responsibilities  under  this  Agreement,  Subtenant  shall 
comply  with  the  following  workforce  hiring  goals  for  qualified  homeless  or  otherwise 
economically  disadvantaged  persons  and  San  Francisco  residents. 

32.1.  Subtenant’s  Workforce  Hiring  Goals.  Subtenant,  in  connection  with  the  Work, 
shall  use  good  faith  efforts  to  meet  the  work  force  hiring  goals  set  forth  in  Section  32.2  (the 
“Workforce  Goals”).  For  purposes  of  this  Section  32.  Subtenant’s  good  faith  efforts  (“Good 
Faith  Efforts”)  shall  mean  the  following: 

(a)  Submitting  the  detailed  written  plans  describing  how  Subtenant  intends  to 
meet  the  Workforce  Goals  set  forth  in  Exhibit  Q (a  “Hiring  Plan”). 

(b)  Listing  jobs  available  on  the  Premises  with  the  TIHDI  Job  Broker  at  least 
two  weeks  prior  to  advertising  for  applicants  elsewhere  to  the  extent  practical,  considering  the 
nature  of  the  job  involved; 

(c)  Considering  for  appropriate  job  openings  all  candidates  who  are  qualified, 
screened  and  referred  to  it  by  the  TIHDI  Job  Broker  if  referred  prior  to  the  opening  being 
otherwise  filled; 

(d)  Communicating  with  THIDI  about  job  openings  by  facsimile  at  the  same 
time  such  job  opening  is  communicated  to  any  other  agency  or  broker  and  providing  information 
about  jobs  and  about  outcomes  of  referrals  within  a reasonable  time  upon  request  by  the  TIHDI 
Job  Broker; 


(e)  Consulting  with  the  TIHDI  Job  Broker  once  a month,  as  necessary,  about 
how  to  meet  Subtenant’s  Workforce  Goals;  and 
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(f)  Meeting  and  conferring  with  the  TIHDI  Job  Broker  monthly,  if  necessary, 
to  discuss  and  attempt  to  resolve  any  problems  with  Subtenant  meeting  its  Workforce  Goals. 

32.2.  Workforce  Hiring  Goals. 

(a)  Construction  Workforce.  Without  obligation  (other  than  as  expressly  set 
forth  herein).  Subtenant  shall  give  consideration  for  hiring  on  all  construction  projects  on  the 
Premises  to  qualified  homeless  or  otherwise  economically  disadvantaged  persons,  and  to 
qualified  residents  of  San  Francisco  whose  annual  income,  at  the  time  of  hire,  is  at  or  below  fifty 
percent  (50%)  of  median  income  for  the  City  as  determined  by  HUD. 

(b)  Subcontracting.  Without  obligation,  Subtenant  will  consider 
subcontracting  certain  tasks  to  be  performed  by  Subtenant  under  this  Agreement  to  TIHDI 
member  organizations,  particularly  for  grounds  keeping,  janitorial,  recycling  and  deconstruction 
activities.  Subcontracts  with  TIHDI  organizations  will  be  included  for  purposes  of  determining 
Subtenant’s  Good  Faith  Efforts  to  meet  the  Work  Force  Goals. 

(c)  Nonconstruction  Workforce.  Without  obligation,  except  as  provided  in 
this  Article  32,  the  Subtenant  shall  use  Good  Faith  Efforts  to  hire  for  nonconstruction  work,  (i) 
twenty-five  percent  (25%)  of  its  nonconstruction  workforce  from  homeless  or  economically 
disadvantaged  persons,  at  the  time  of  hiring,  and  (ii)  fifty  percent  (50%)  from  San  Francisco 
residents. 

32.3.  Hiring  Plan.  The  Subtenant  has  submitted  its  Hiring  Plan  attached  as  Exhibit  Q 
to  the  Authority,  which  has  approved  such  plan.  Subtenant’s  Hiring  Plan  includes  a detailed 
description  of  how  Subtenant  intends  to  meet  its  Workforce  Goals,  which  description  should 
include  community  outreach  and  recruiting  efforts,  hiring  procedures  (e.g.,  phased  hiring),  a 
projected  schedule  for  meeting  the  Workforce  Goals,  and  alternative  courses  of  action  if  it 
appears  that  the  Workforce  Goals  will  not  be  met. 

32.4.  Reports.  Subtenant  shall  prepare  reports  regarding  the  composition  of 
Subtenant’s  work  force  reasonably  satisfactory  to  the  Authority. 

32.5.  Matters  Subject  to  Enforcement  Procedure.  In  addition  to  the  initial 
preparation  of  the  Hiring  Plan,  all  matters  related  to  implementing  the  Hiring  Plan  and  the 
Workforce  Goals  are  subject  to  the  Enforcement  Procedure  described  in  Section  32.8  below. 

32.6.  Implementation  of  Enforcement  Procedure.  The  Enforcement  Procedure,  as 
provided  for  in  Section  32.8  below,  shall  be  the  exclusive  procedure  for  resolving  any  dispute 
concerning  the  interpretation  or  implementation  of  the  Hiring  Plan  or  any  alleged  deficiency  in 
Subtenant’s  Good  Faith  Efforts  to  achieve  the  Workforce  Goals.  The  Enforcement  Procedure 
shall  be  implemented  by  the  Human  Rights  Commission  of  the  City  of  County  of  San  Francisco 
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(the  “Commission”),  which  shall  have  the  powers  described  below  unless  otherwise  provided  by 
law. 


(a)  All  subcontracts  related  to  the  Agreement  (“Subcontracts”)  shall 
incorporate  the  provisions  of  this  Section  32  and  the  Authority  shall  have  the  right  to  enforce 
said  obligations,  requirements  and  agreements  against  the  Subtenant  or  its  subcontractors. 
Subtenant  shall  require,  by  contract,  that  each  subcontractor  participates  in  Enforcement 
Procedure  proceedings  in  which  it  may  be  identified  in  a Request,  and  that  each  subcontractor 
shall  be  bound  by  the  outcome  of  such  Enforcement  Procedure  according  to  the  decision  of  the 
Commission. 

32.7.  Enforcement  Procedure. 

(a)  If  the  Authority  reasonably  determines  that  Subtenant  has  failed  to  use 
Good  Faith  Efforts  to  meet  the  Workforce  Goals,  or  for  any  other  matter  subject  to  this 
Enforcement  Procedure  the  Authority  shall  send  a written  Notice  of  Noncompliance  to  Subtenant 
describing  the  basis  for  its  determination  and  suggesting  a means  to  cure  any  deficiencies.  If 
Subtenant  does  not,  in  the  reasonable  discretion  of  the  Authority,  cure  the  deficiency  within  ten 
(10)  days,  the  matter  shall  be  submitted  to  the  following  Enforcement  Procedure. 

(i)  Prior  to  the  filing  and  service  of  a Request,  the  parties  to  any 
dispute  shall  meet  and  confer  in  an  attempt  to  resolve  the  dispute. 

(ii)  The  Authority,  Subtenant  or  any  subcontractor  may  commence 
resolution  of  any  dispute  covered  by  the  Enforcement  Procedure  by  filing  a Request  with  the 
Commission.  Where  the  Authority  is  not  the  complaining  party,  the  Request  shall  be  served  on 
the  Authority.  Where  the  Authority  is  the  complaining  party,  the  Request  shall  be  served  on  the 
Subtenant  at  the  Notice  Address  listed  in  Section  33.1  below,  and  the  non-compliant 
subcontractor,  if  any,  if  such  service  can  be  achieved  with  reasonable  effort.  The  Request  shall 
be  filed  and  served  either  by  hand  delivery  or  by  registered  or  certified  mail.  The  Request  shall 
identify  the  entities  involved  in  the  dispute  and  state  the  exact  nature  of  the  dispute  and  the  relief 
sought.  If  the  complaining  party  seeks  a temporary  restraining  order  and/or  a preliminary 
injunction,  the  Request  shall  so  state  in  the  caption  of  the  Request. 

(iii)  Service  on  the  Subtenant  of  the  Request  or  any  notice  provided  for 
by  this  Section  32  shall  constitute  service  of  the  Request  or  notice  on  all  subcontractors  who  are 
identified  as  being  in  alleged  noncompliance  in  the  Request.  The  Subtenant  shall  promptly  serve 
the  Request  or  notice,  by  hand  delivery  or  registered  or  certified  mail,  on  all  such  subcontractors. 

(iv)  The  TIHDI  Job  Broker  shall  have  the  right  to  present  testimony  or 
documentary  evidence  at  Enforcement  Procedure  proceedings. 
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(v)  After  the  filing  and  the  service  of  a Request,  the  parties  shall 
negotiate  in  good  faith  for  a period  of  10  business  days  in  an  attempt  to  resolve  the  dispute; 
provided  that  the  complaining  party  may  proceed  immediately  to  the  Enforcement  Procedure, 
without  engaging  in  such  a conference  or  negotiations,  if  the  facts  could  reasonably  be  construed 
to  support  the  issuance  of  a temporary  restraining  order  or  a preliminary  injunction  ("Temporary 
Relief').  The  Commission  shall  determine  whether  the  facts  reasonably  supported  the  issuance  of 
Temporary  Relief. 


(vi)  If  the  dispute  is  not  settled  within  10  business  days,  a hearing  shall 
be  held  within  90  days  of  the  date  of  the  filing  of  the  Request,  unless  otherwise  agreed  by  the 
parties  or  ordered  by  the  Commission  upon  a showing  of  good  cause;  provided,  that  if  the 
complaining  party  seeks  a temporary  restraining  order,  the  hearing  on  the  motion  for  a temporary 
restraining  order  shall  be  heard  not  later  than  two  (2)  business  days  after  the  filing  of  the 
Request,  and  provided  further,  if  a party  seeks  a preliminary  injunction,  such  motion  shall  be 
heard  on  15  days'  notice.  The  Commission  shall  set  the  date,  time  and  place  for  the  Enforcement 
Procedure  hearing(s)  within  the  proscribed  time  periods  by  giving  notice  by  hand  delivery  to  the 
Authority  and  the  Subtenant;  except,  where  a temporary  restraining  order  is  sought,  the 
Commission  may  give  notice  of  the  hearing  date,  time  and  place  to  the  Authority,  Subtenant  and 
any  affected  subcontractor  by  telephone. 

(vii)  In  the  Enforcement  Procedure  proceedings  hereunder,  discovery 
shall  be  permitted  in  accordance  with  Code  of  Civil  Procedure  §1283.05. 

(b)  Commission's  Decision.  The  Commission  shall  render  a decision  within 
20  days  of  the  date  that  the  hearing  on  a Request  is  completed;  provided  that  where  a temporary 
restraining  order  is  sought,  the  Commission  shall  render  a decision  not  later  than  24  hours  after 
the  hearing  on  the  motion.  The  Commission  shall  send  the  decision  by  certified  or  registered 
mail  to  the  Authority,  the  Subtenant  and  the  subcontractor,  if  any. 

(i)  The  Commission  may  enter  a default  award  against  any  party  who 
fails  to  appear  at  the  hearing;  provided  said  party  received  actual  notice  of  the  hearing.  In  a 
proceeding  seeking  a default  award  against  a party  other  than  the  Subtenant,  the  Subtenant  shall 
provide  proof  of  service  on  the  party  as  required  by  this  Article.  If  the  Subtenant  fails  to  provide 
proof  of  service,  the  Subtenant  shall  pay  $2,500  as  liquidated  damages  to  the  Authority,  provided 
that  no  such  damages  shall  be  assessed  if  the  Subtenant  demonstrates  that  it  made  good  faith 
efforts  to  serve  the  party.  In  order  to  obtain  a default  award,  the  complaining  party  need  not  first 
seek  or  obtain  an  order  to  arbitrate  the  controversy  pursuant  to  Code  of  Civil  Procedure  §1281.2. 

(ii)  Except  as  otherwise  provided  in  this  Section  32.  the  Commission 
shall  have  no  power  to  add  to,  subtract  from,  disregard,  modify  or  otherwise  alter  the  terms  of  the 
Agreement,  or  to  negotiate  new  agreements  or  provisions  between  the  parties. 
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(iii)  The  inquiry  of  the  Commission  shall  be  restricted  to  the  particular 
controversy  that  gave  rise  to  the  request  for  the  Enforcement  Procedure.  A decision  of  the 
Commission  issued  hereunder  shall  be  final  and  binding  upon  the  Authority,  Subtenant,  and 
subcontractors,  if  any,  sent  by  mail  to  the  Authority,  the  Subtenant  and  the  subcontractor,  if  any. 
The  losing  party  shall  pay  the  Commission’s  fees  and  related  costs  of  the  Enforcement  Procedure. 
If  a subcontractor  is  the  losing  party  and  fails  to  pay  said  fees  within  30  days  of  the  decision,  the 
Subtenant  shall  pay  the  fees.  Each  party  shall  pay  its  own  attorneys'  fees  provided  that  fees  may 
be  awarded  to  the  prevailing  party  if  the  Commission  finds  that  the  Request  was  frivolous  or  that 
the  Enforcement  Procedure  action  was  otherwise  instituted  or  litigated  in  bad  faith.  Judgment 
upon  the  Commission's  decision  may  be  entered  in  any  court  of  competent  jurisdiction. 

(c)  Remedies  and  Sanctions.  Except  as  may  otherwise  be  expressly 
provided  herein,  the  Commission  may  impose  only  the  remedies  and  sanctions  set  forth  below 
and  only  against  the  non-compliant  party(ies): 

(i)  Order  specific,  reasonable  actions  and  procedures,  in  the  form  of  a 
temporary  restraining  order,  preliminary  injunction  or  permanent  injunction,  to  mitigate  the 
effects  of  the  Subtenant's  failure  to  make  Good  Faith  Efforts,  and/or  to  require  Subtenant  and/or 
its  subcontractors  to  make  such  Good  Faith  Efforts,  including,  but  not  limited  to,  orders 
enjoining  the  Subtenant  from  recruiting,  screening  or  hiring  (through  new  hires,  transfers  or 
otherwise)  any  person  for  employment  at  the  Premises  pending  resolution  of  the  alleged 
deficiency(ies)  in  the  Hiring  Plan  or  Subtenant’s  implementation  of  the  Workforce  Goals. 

(ii)  Require  the  Subtenant  or  Subcontractors  to  refrain  from  entering 
into  new  contracts  related  to  work  related  to  the  Agreement,  or  from  granting  extensions  or  other 
modifications  to  existing  contracts  related  to  the  Agreement,  other  than  those  minor 
modifications  or  extensions  necessary  to  enable  completion  of  the  work  covered  by  the  existing 
contract,  with  any  non-compliant  subcontractor  until  such  subcontractor  provides  assurances 
satisfactory  to  the  Authority  and  the  Subtenant  of  future  Good  Faith  Efforts  to  comply  with  the 
Workforce  Goals. 


(iii)  Direct  the  Subtenant  or  subcontractor  to  cancel,  terminate,  suspend 
or  cause  to  be  canceled,  terminated  or  suspended,  any  contract  or  lease  or  portion(s)  thereof  for 
failure  of  the  subcontractor  to  make  Good  Faith  Efforts  to  comply  with  the  Workforce  Goals, 
provided,  however  that  Subcontracts  may  be  continued  upon  the  condition  that  a program  for 
future  compliance  is  approved  by  the  Authority. 

(iv)  If  the  Subtenant  or  subcontractor  is  found  to  be  in  willful  breach  of 
its  obligations  to  make  Good  Faith  Efforts  to  achieve  the  Workforce  Goals,  impose  financial 
penalties  not  to  exceed  $50,000  or  10  percent  of  the  total  monetary  consideration  contemplated 
by  the  Agreement,  whichever  is  less,  for  such  breach  on  the  party  responsible  for  the  willful 
breach;  provided,  however,  no  penalty  shall  be  imposed  pursuant  to  this  paragraph  for  the  first 
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willful  breach  unless  the  breaching  party  has  failed  to  cure  after  being  provided  notice  and  a 
reasonable  opportunity  to  cure.  The  Subtenant  or  subcontractor  may  impose  penalties  for 
subsequent  willful  breaches  whether  or  not  the  breach  is  subsequently  cured.  For  purposes  of 
this  paragraph,  "willful  breach"  means  a knowing  and  intentional  breach. 

(v)  Direct  that  the  Subtenant  or  subcontractor  produce  and  provide  to 
the  Authority  any  records,  data  or  reports  that  are  necessary  to  determine  if  a violation  has 
occurred  and/or  to  monitor  the  performance  of  the  Subtenant  or  Subcontractor. 

(vi)  Issue  such  other  relief  deemed  necessary  to  ensure  that  the  Hiring 
Plan  is  written  and  implemented,  and  that  Subtenant  makes  Good  Faith  Efforts  to  meet  its 
Workforce  Goals,  including  requiring  the  inclusion  or  exclusion  of  specific  terms  or  provisions 
in  the  Hiring  Plan  based  on  a determination  that  the  term(s)  added  or  removed  further  the 
requirements  and  objectives  of  this  Section  32. 

(d)  Delays  Due  to  Enforcement.  If  Subtenant  does  not  timely  perform  its 
obligations  under  this  Agreement  with  the  Authority  because  of  a Commission's  order  against  a 
party  other  than  the  Subtenant,  or  against  the  Subtenant  so  long  as  Subtenant  has  made 
reasonable  efforts  to  comply  with  the  Hiring  Plan,  such  order  shall  be  deemed  a Force  Majeure 
Event  as  defined  in  Section  4.4(c)  above,  and  all  times  shall  be  extended  as  provided  in  this 
Agreement  for  Force  Majeure  Events;  provided  Subtenant  makes  good  faith  efforts  to  minimize 
any  delays. 


(e)  Exculpatory  clause.  The  Subtenant  and  its  subcontractors  hereby  forever 
waive  and  release  any  and  all  claims  against  the  Authority  for  Losses  arising  under  or  related  to 
this  Section  32. 

(f)  California  law  applies.  California  law,  including  the  California 
Arbitration  Act,  Code  of  Civil  Procedure  §§1280  through  1294.2,  shall  govern  all  the 
Enforcement  Procedure  proceedings. 

(g)  Designation  of  agent  for  service.  Not  later  than  five  (5)  days  after  the 
execution  of  this  Agreement,  the  Subtenant  shall  designate  a person  or  business,  residing  or 
located  in  the  City  and  County  of  San  Francisco,  as  its  agent  for  service  of  a Request  and  all 
notices  provided  for  herein.  If  the  Subtenant  has  an  office  located  in  San  Francisco,  it  may 
designate  itself  as  agent  for  service.  The  designation  shall  be  served  on  the  Authority  and  shall 
include  the  address  of  the  agent. 

32.8.  Relationship  to  Other  Employment  Agreements.  Nothing  in  this  Agreement 
shall  be  interpreted  to  prohibit  the  continuation  of  existing  workforce-training  agreements  or 
interfere  with  consent  decrees,  collective  bargaining  agreements  or  existing  employment 
contracts.  In  the  case  of  collective  bargaining  agreements.  Subtenant  will  take  primary 
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responsibility  for  integrating  the  requirements  of  Subtenant’s  Workforce  Goals  with  any  such 
collective  bargaining  agreements.  As  necessary.  Subtenant  will  attempt  to  negotiate  equivalent 
first  source  hiring  obligations  with  relevant  unions. 


33.  GENERAL  PROVISIONS 

33.1.  Notices.  Except  as  otherwise  expressly  provided  in  this  Agreement,  any  notice 
given  hereunder  shall  be  effective  only  in  writing  and  given  by  delivering  the  notice  in  person,  or 
by  sending  it  first  class  mail  or  certified  mail  with  a return  receipt  requested  or  reliable 
commercial  overnight  courier,  return  receipt  requested,  with  postage  prepaid  as  follows: 


Notice  Address  of  Authority: 

Treasure  Island  Development  Authority 

Treasure  Island  Project  Office 
401  Palm  Avenue 
Building  1, 

Treasure  Island 
San  Francisco,  CA 
Attn:  Executive  Director 
Fax  No.:  415-274-0299 

with  a copy  to: 

Office  of  the  City  Attorney 
Room  234,  City  Hall 
1 Dr.  Carlton  B.  Goodlett  Place 
San  Francisco,  CA  94102-4682 
Attn:  Michael  S.  Cohen 
Fax  No.:  (415)  554-4755 

Notice  Address  of  Subtenant: 

John  Stewart  Company 
2310  Mason  Street 
San  Francisco,  CA 
Attn:  John  Stewart 
Fax  No.  (415)296-7579 

With  a Copy  to: 

O’Melveny  & Myers,  LLP 
400  South  Hope  Street 
Los  Angeles,  CA  90071 
Attn:Howard  Heitner 
Dean  Weiner 
Fax  No.  213-430-6407 
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Notice  Address  of  Master  Landlord:  Commanding  Officer  (Code  24) 

Engineering  Field  Activity  West 

Naval  Facilities  Engineering  Command 

900  Commodore  Drive 

San  Bruno,  California  94066 

Attn:  Base  Conversion  Manager-NSTI 

Fax  No. 

Any  Party  hereunder  may  designate  a new  address  for  notice  purposes  hereunder 
at  least  ten  ( 1 0)  days  prior  to  the  effective  date  of  such  change.  Any  notice  hereunder  shall  be 
deemed  to  have  been  given  two  (2)  days  after  the  date  when  it  is  mailed  if  sent  by  first  class  or 
certified  mail,  one  day  after  the  date  it  is  made,  if  sent  by  commercial  overnight  carrier,  or  upon 
the  date  personal  delivery  is  made,  and  any  refusal  by  either  Party  to  accept  the  attempted 
delivery  of  any  notice,  if  such  attempted  delivery  is  in  compliance  with  this  Section  33.1  and 
applicable  Laws,  shall  be  deemed  receipt  of  such  notice. 

33.2.  No  Implied  Waiver.  No  failure  by  the  Authority  to  insist  upon  the  strict 
performance  of  any  obligation  of  Subtenant  under  this  Agreement  or  to  exercise  any  right,  power 
or  remedy  arising  out  of  a breach  thereof,  irrespective  of  the  length  of  time  for  which  such  failure 
continues,  no  acceptance  of  full  or  partial  Rent  during  the  continuance  of  any  such  breach,  and 
no  acceptance  of  the  keys  to  or  possession  of  the  Premises  prior  to  the  expiration  of  the  Term  by 
any  Agent  of  the  Authority,  shall  constitute  a waiver  of  such  breach  or  of  the  Authority’s  right  to 
demand  strict  compliance  with  such  term,  covenant  or  condition  or  operate  as  a surrender  of  this 
Agreement.  No  express  written  waiver  of  any  default  or  the  performance  of  any  provision  hereof 
shall  affect  any  other  default  or  performance,  or  cover  any  other  period  of  time,  other  than  the 
default,  performance  or  period  of  time  specified  in  such  express  waiver.  One  or  more  written 
waivers  of  default  or  the  performance  of  any  provision  hereof  shall  not  be  deemed  to  be  a waiver 
of  a subsequent  default  or  performance.  The  consent  of  the  Authority  given  in  any  instance 
under  the  terms  of  this  Agreement  shall  not  relieve  Subtenant  of  any  obligation  to  secure  the 
consent  of  Authority  in  any  other  or  future  instance  under  the  terms  of  this  Agreement.  The 
provisions  of  this  Section  33.2  shall  be  mutual  to  the  extent  applicable. 

33.3.  Amendments.  Neither  this  Agreement  nor  any  term  or  provisions  hereof  may  be 
changed,  waived,  discharged  or  terminated,  except  by  a written  instrument  signed  by  the  Parties 
hereto. 


33.4.  Due  Authorization  and  Execution.  The  person  signing  below  for  the  Authority 
represents  and  warrants  that  the  Authority  is  a non-profit,  public  benefit  corporation,  and  an 
instrumentality  of  the  State  of  California  and  the  City  and  County  of  San  Francisco,  and  that  he 
or  she  has  the  right  and  authority  to  execute  this  Agreement.  If  Subtenant  signs  as  a corporation, 
a partnership,  a limited  liability  company,  or  similar  entity.  Subtenant  hereby  covenants  and 
warrants  that  Subtenant  is  a duly  authorized  and  existing  entity,  that  Subtenant  has  and  is 
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qualified  to  do  business  in  California,  that  Subtenant  has  full  right  and  authority  to  enter  into  this 
Agreement,  and  that  each  and  all  of  the  persons  signing  on  behalf  of  Subtenant  are  authorized  to 
do  so.  Upon  the  Authority’s  request.  Subtenant  shall  provide  Authority  with  evidence 
reasonably  satisfactory  to  the  Authority  confirming  the  foregoing  representations  and  warranties. 
Without  limiting  the  generality  of  the  foregoing.  Subtenant  and  the  Authority  each  represents  and 
warrants  to  the  other  that  it  has  full  power  to  make  the  waivers  and  releases,  indemnities  and  the 
disclosure  set  forth  herein,  and  that  it  has  received  independent  legal  advice  from  its  attorney  as 
to  the  advisability  of  entering  into  a Agreement  containing  those  provisions  and  their  legal  effect. 

33.5.  Joint  and  Several  Obligations.  The  word  “Subtenant”  as  used  herein  shall 
include  the  plural  as  well  as  the  singular.  If  there  is  more  than  one  Subtenant,  the  obligations  and 
liabilities  under  this  Agreement  imposed  on  Subtenant  shall  be  joint  and  several. 

33.6.  Interpretation  of  Agreement.  The  recitals  and  the  captions  preceding  the 
articles  and  sections  of  this  Agreement  and  in  the  table  of  contents  have  been  inserted  for 
convenience  of  reference  only  and  such  captions  shall  in  no  way  define  or  limit  the  scope  or 
intent  of  any  provision  of  this  Agreement.  This  Agreement  has  been  negotiated  at  arm’s  length 
and  between  persons  sophisticated  and  knowledgeable  in  the  matters  dealt  with  herein  and  shall 
be  interpreted  to  achieve  the  intents  and  purposes  of  the  Parties,  without  any  presumption  against 
the  party  responsible  for  drafting  any  part  of  this  Agreement.  Provisions  in  this  Agreement 
relating  to  number  of  days  shall  be  calendar  days,  unless  otherwise  specified,  provided  that  if  the 
last  day  of  any  period  to  give  notice,  reply  to  a notice  or  to  undertake  any  other  action  occurs  on 
a Saturday,  Sunday  or  a bank  or  City  holiday,  then  the  last  day  for  undertaking  the  action  or 
giving  or  replying  to  the  notice  shall  be  the  next  succeeding  business  day.  Use  of  the  word 
“including”  or  similar  words  shall  not  be  construed  to  limit  any  general  term,  statement  or  other 
matter  in  this  Agreement,  whether  or  not  language  of  non-limitation,  such  as  “without  limitation” 
or  similar  words,  are  used.  Unless  otherwise  provided  herein,  whenever  the  consent  of  the 
Authority  is  required  to  be  obtained  by  Subtenant  hereunder,  the  Authority  may  give  or  withhold 
such  consent  in  its  sole  and  absolute  discretion. 

33.7.  Successors  and  Assigns.  Subject  to  the  provisions  of  Section  20  above,  the 
terms,  covenants  and  conditions  contained  in  this  Agreement  shall  bind  and  inure  to  the  benefit 
of  the  Authority  and  Subtenant  and,  except  as  otherwise  provided  herein,  their  personal 
representatives  and  successors  and  assigns. 

33.8.  Brokers.  Neither  party  has  had  any  contact  nor  dealings  regarding  the  leasing  of 
the  Premises  or  any  communication  in  connection  therewith,  through  any  licensed  real  estate 
broker  or  other  person  who  could  claim  a right  to  a commission  or  finder’s  fee  in  connection 
with  the  Agreement  contemplated  herein.  If  any  broker  or  finder  perfects  a claim  for  a 
commission  or  finder’s  fee  based  upon  any  such  contact,  dealings  or  communication,  the  party 
through  whom  the  broker  or  finder  makes  a claim  shall  be  responsible  for  such  commission  or 
fee  and  shall  Indemnify  the  other  party  from  any  and  all  Losses  incurred  by  the  indemnified  party 
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in  defending  against  the  same.  The  provisions  of  this  Section  shall  survive  any  termination  of 
this  Agreement. 

33.9.  Severability.  If  any  provision  of  this  Agreement  or  the  application  thereof  to  any 
person,  entity  or  circumstance  shall,  to  any  extent,  be  invalid  or  unenforceable,  the  remainder  of 
this  Agreement,  or  the  application  of  such  provision  to  persons,  entities  or  circumstances  other 
than  those  as  to  which  it  is  invalid  or  unenforceable,  shall  not  be  affected  thereby,  and  each  other 
provision  of  this  Agreement  shall  be  valid  and  be  enforceable  to  the  fullest  extent  permitted  by 
Law. 


33.10.  Governing  Law.  This  Agreement  shall  be  construed  and  enforced  in  accordance 
with  the  Laws  of  the  State  of  California. 

33.11.  Entire  Agreement.  This  Agreement  (including  the  exhibits  hereto,  which  are 
made  a part  of  this  Agreement)  and  the  City’s  Guaranty  of  Indemnity  Agreement,  contain  the 
entire  agreement  between  the  Parties  and  supersede  all  prior  written  or  oral  negotiations, 
discussions,  understandings  and  agreements.  The  Parties  further  intend  that  this  Agreement  shall 
constitute  the  complete  and  exclusive  statement  of  its  terms  and  that  no  extrinsic  evidence 
whatsoever  (including  prior  drafts  of  this  Agreement  and  any  changes  therefrom)  may  be 
introduced  in  any  judicial,  administrative  or  other  legal  proceeding  involving  this  Agreement. 
Subtenant  and  the  Authority  hereby  acknowledge  that  neither  the  other  nor  the  other’s  Agents 
have  made  any  representations  or  warranties  with  respect  to  the  Premises  or  this  Agreement 
except  as  expressly  set  forth  herein,  and  no  rights,  easements  or  licenses  are  or  shall  be  acquired 
by  either  Subtenant  or  the  Authority  by  implication  or  otherwise  unless  expressly  set  forth 
herein.  This  Agreement  and  the  City’s  Guaranty  of  Indemnity  Agreement  supersedes  in  its 
entirety  the  terms  and  conditions  of  the  Memorandum  of  Understanding  and  the  Addendum  to 
Terms  of  Memorandum  of  Understanding,  by  and  between  the  Parties  (together,  the  “MOU”), 
and  the  MOU  shall  have  no  force  or  effect. 

33.12.  Attorneys’  Fees.  If  either  the  Authority  or  Subtenant  fails  to  perform  any  of  its 
obligations  under  this  Agreement  or  in  the  event  a dispute  arises  concerning  the  meaning  or 
interpretation  of  any  provision  of  this  Agreement,  the  defaulting  party  or  the  party  not  prevailing 
in  such  dispute,  as  the  case  may  be,  shall  pay  any  and  all  reasonable  costs  and  expenses  incurred 
by  the  other  party  in  enforcing  or  establishing  its  rights  hereunder  (whether  or  not  such  action  is 
prosecuted  to  judgment),  including,  without  limitation,  court  costs  and  reasonable  attorneys’ 
fees.  For  purposes  of  this  Agreement,  reasonable  fees  of  attorneys  of  the  Office  of  the  City 
Attorney  shall  be  based  on  the  fees  regularly  charged  by  private  attorneys  with  the  equivalent 
number  of  years  of  experience  in  the  subject  matter  area  of  the  law  for  which  the  City  Attorney's 
services  were  rendered  who  practice  in  the  City  of  San  Francisco  in  law  firms  with 
approximately  the  same  number  of  attorneys  as  employed  by  the  Authority. 
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33.13.  Time  of  Essence.  Time  is  of  the  essence  with  respect  to  all  provisions  of  this 
Agreement  in  which  a definite  time  for  performance  is  specified. 

33.14.  Cumulative  Remedies.  All  rights  and  remedies  of  either  party  hereto  set  forth  in 
this  Agreement  shall  be  cumulative,  except  as  may  otherwise  be  provided  herein. 

33.15.  Survival  of  Indemnities.  Termination  of  this  Agreement  shall  not  affect  the  right 
of  either  party  to  enforce  any  and  all  indemnities  and  representations  and  warranties  given  or 
made  to  the  other  party  under  this  Agreement,  nor  shall  it  affect  any  provision  of  this  Agreement 
that  expressly  states  it  shall  survive  termination  hereof. 

33.16.  Relationship  of  Parties.  The  Authority  is  not,  and  none  of  the  provisions  in  this 
Agreement  shall  be  deemed  to  render  the  Authority,  a partner  in  Subtenant’s  business,  or  joint 
venturer  or  member  in  any  joint  enterprise  with  Subtenant.  This  Agreement  is  not  intended  nor 
shall  it  be  construed  to  create  any  third  party  beneficiary  rights  in  any  third  party,  unless 
otherwise  expressly  provided. 

33.1 7.  Non-Liability  of  Parties’  officials,  employees.  No  elective  or  appointive  board, 
commission,  member,  officer  or  employee  of  either  of  the  Parties  or  their  Agents  shall  be 
personally  liable  in  the  event  of  any  default,  breach  or  for  any  amount  which  may  become  due,  or 
for  any  obligation  of  under  this  Agreement. 

33.18.  Counterparts.  This  Agreement  may  be  executed  in  two  or  more  counterparts, 
each  of  which  shall  be  deemed  an  original,  but  all  of  which  taken  together  shall  constitute  one 
and  the  same  instrument. 

33.19.  No  Third-Party  Beneficiaries.  This  agreement  is  entered  into  solely  for  the 
benefit  of  the  parties  hereto  and  does  not,  and  is  not  intended  to,  create  any  rights,  interests  or 
benefits  in  or  to  any  third  party,  including  the  Residential  Tenants  and  TIHDI. 

34.  SPECIAL  PROVISIONS 

34.1.  Non-Discrimination  in  Contracts  and  Benefits  Ordinance. 


(a)  In  the  performance  of  this  Agreement,  Subtenant  covenants  and  agrees  not 
to  discriminate  on  the  basis  of  the  fact  or  perception  of  a person’s  race,  color,  creed,  religion, 
national  origin,  ancestry,  age,  sex,  sexual  orientation,  gender  identity,  domestic  partner  status, 
marital  status,  disability  or  Acquired  Immune  Deficiency  Syndrome  or  HIV  status  (AIDS/HIV 
status)  against  any  employee  of,  any  City  employee  working  with,  or  applicant  for  employment 
with  Subtenant,  in  any  of  Subtenant’s  operations  within  the  United  States,  or  against  any  person 
seeking  accommodations,  advantages,  facilities,  privileges,  services,  or  membership  in  all 
business,  social,  or  other  establishments  or  organizations  operated  by  Subtenant. 
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(b)  Subtenant  shall  include  in  all  Subcontracts  a non-discrimination  clause 
applicable  to  such  sub-subtenant  or  other  subcontractor  in  substantially  the  form  of  subsection  (a) 
above.  In  addition.  Subtenant  shall  incorporate  by  reference  in  all  subcontracts  the  provisions  of 
Sections  12B.2(a),  12B.2(c)-(k),  and  12C.3  of  the  San  Francisco  Administrative  Code  and  shall 
require  all  subcontractors  to  comply  with  such  provisions. 

(c)  Subtenant  does  not  as  of  the  date  of  this  Agreement  and  will  not  during  the 
Term,  in  any  of  its  operations  in  San  Francisco  or  in  any  of  its  operations  related  to  this 
Agreement  elsewhere  within  the  United  States,  discriminate  in  the  provision  of  bereavement 
leave,  family  medical  leave,  health  benefits,  membership  or  membership  discounts,  moving 
expenses,  pension  and  retirement  benefits  or  travel  benefits,  as  well  as  any  benefits  other  than  the 
benefits  specified  above,  between  employees  with  domestic  partners  and  employees  with 
spouses,  and/or  between  the  domestic  partners  and  spouses  of  such  employees,  where  the 
domestic  partnership  has  been  registered  with  a governmental  entity  pursuant  to  state  or  local  law 
authorizing  such  registration,  subject  to  the  conditions  set  forth  in  Section  12B.2(b)  of  the  San 
Francisco  Administrative  Code. 

(d)  The  provisions  of  Chapters  12B  and  12C  of  the  San  Francisco 
Administrative  Code  relating  to  non-discrimination  by  parties  contracting  for  the  lease  of  City 
property  are  incorporated  in  this  Section  by  reference  and  made  a part  of  this  Agreement  as 
though  fully  set  forth  herein.  Subtenant  shall  comply  fully  with  and  be  bound  by  all  of  the 
provisions  that  apply  to  this  Agreement  under  such  Chapters  of  the  Administrative  Code, 
including  but  not  limited  to  the  remedies  provided  in  such  Chapters.  Without  limiting  the 
foregoing.  Subtenant  understands  that  pursuant  to  Section  12B.2(h)  of  the  San  Francisco 
Administrative  Code,  a penalty  of  $50  for  each  person  for  each  calendar  day  during  which  such 
person  was  discriminated  against  in  violation  of  the  provisions  of  this  Agreement  may  be 
assessed  against  Subtenant  and/or  deducted  from  any  payments  due  Subtenant. 

(e)  Subtenant  shall  execute  the  “Chapter  12B  Declaration:  Nondiscrimination 
in  Contracts  and  Benefits”  form  (Form  HRC-12B-101)  with  supporting  documentation  and 
secure  the  approval  of  the  form  by  the  San  Francisco  Human  Rights  Commission. 

34.2.  MacBride  Principles  - Northern  Ireland.  The  City  and  County  of  San 
Francisco  urges  companies  doing  business  in  Northern  Ireland  to  move  toward  resolving 
employment  inequities  and  encourages  then  to  abide  by  the  MacBride  Principles  as  expressed  in 
San  Francisco  Administrative  Code  Section  12F.1,  et  seq.  The  City  and  County  of  San  Francisco 
also  urges  San  Francisco  companies  to  do  business  with  corporations  that  abide  by  the  MacBride 
Principles.  Subtenant  acknowledges  that  it  has  read  and  understands  the  above  statement  of  the 
City  and  County  of  San  Francisco  concerning  doing  business  in  Northern  Ireland. 
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34.3.  Tropical  Hardwood  and  V irgin  Redwood  Ban.  The  City  and  County  of  San 
Francisco  urges  companies  not  to  import,  purchase,  obtain  or  use  for  any  purpose,  any  tropical 
hardwood  or  virgin  redwood  or  tropical  hardwood  product  or  virgin  redwood  product  and 
Subtenant  shall  not  use  any  such  products  in  the  Work  or  as  otherwise  contemplated  hereunder. 

34.4.  Conflicts  of  Interest.  Subtenant  states  that  it  is  familiar  with  the  provisions  of 
Section  8.105  and  8.106  of  the  San  Francisco  Charter  and  certifies  that  it  knows  of  no  facts 
which  would  constitute  a violation  of  such  provisions.  Subtenant  further  certifies  that  it  has 
made  a complete  disclosure  to  the  Authority  of  all  facts  bearing  on  any  possible  interests,  direct 
or  indirect,  which  Subtenant  believes  any  officer  or  employee  of  the  Authority  presently  has  or 
will  have  in  this  Agreement  or  in  the  performance  thereof  or  in  any  portion  of  the  profits  thereof. 
Willful  failure  by  Subtenant  to  make  such  disclosure,  if  any,  shall  constitute  grounds  for 
Authority’s  termination  and  cancellation  of  this  Agreement. 

34.5.  Burma  (Myanmar)  Business  Prohibition.  Subtenant  is  not  the  government  of 
Burma  (Myanmar),  a person  or  business  entity  organized  under  the  laws  of  Burma  (Myanmar)  or 
a “prohibited  person  or  entity”  as  defined  in  Section  12J.2(G)  of  the  San  Francisco 
Administrative  Code  Chapter  12J  of  the  San  Francisco  Administrative  Code  is  hereby 
incorporated  by  reference  as  though  fully  set  forth  herein.  The  knowing  and  willful  failure  of 
Subtenant  to  comply  with  any  of  its  requirements  shall  be  deemed  a material  breach  of  this 
Agreement.  In  the  event  Subtenant  knowingly  and  willfully  fails  to  comply  in  good  faith  with 
any  of  the  provisions  of  Chapter  12J  of  the  San  Francisco  Administrative  Code,  Subtenant  shall 
be  liable  for  liquidated  damages  for  each  violation  in  an  amount  equal  to  Subtenant’s  net  profit 
under  this  Agreement,  or  10%  of  the  total  amount  of  the  Agreement,  or  $1,000,  whichever  is 
greatest.  Subtenant  acknowledges  and  agrees  the  liquidated  damages  assessed  shall  be  payable 
to  Authority  upon  demand  and  may  be  setoff  against  any  moneys  due  to  Subtenant  from  this 
Agreement . 

34.6.  Prohibition  of  Tobacco  Advertising.  Subtenant  acknowledges  and  agrees  that 
no  advertising  of  cigarettes  or  tobacco  products  is  allowed  on  any  real  property  owned  by  or 
under  the  control  of  Authority,  including  the  Premises.  This  prohibition  includes  the  placement 
of  the  name  of  a company  producing  selling  or  distributing  cigarettes  or  tobacco  products  or  the 
name  of  any  cigarette  or  tobacco  product  in  any  promotion  of  any  event  or  product.  This 
prohibition  does  not  apply  to  any  advertisement  sponsored  by  a state,  local  or  nonprofit  entity 
designed  to  communication  the  health  hazards  of  cigarettes  and  tobacco  products  or  to  encourage 
people  not  to  smoke  or  to  stop  smoking. 

Authority  and  Subtenant  have  executed  this  Agreement  in  triplicate  as  of  the  date  first 
written  above. 


SUBTENANT: 
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JOHN  STEWART  COMPANY 

a Corporation 


By: 

Its: 


AUTHORITY: 

THE  TREASURE  ISLAND  DEVELOPMENT 
AUTHORITY 


By: 

Its:  Executive  Director 


Approved  as  to  Form: 

LOUISE  H.  RENNE,  City  Attorney 


Deputy  City  Attorney 


Approved: 

United  States  Navy 


Base  Conversion  Manager-EFA  West 
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[Repayment  Agreement  with  City  and  County  of  San  Francisco] 


06cua®7S0EPT- 


APPROVING  AND  AUTHORIZING  THE  EXECUTIVE  DIRECTOR  TO  EXECUTE  ON  THE 
AUTHORITY’S  BEHALF  A REPAYMENT  AGREEMENT  WITH  THE  CITY  AND  COUNTY  OF 
SAN  FRANCISCO  RELATED  TO  THE  CITY’S  INDEMNIFICATION  OF  THE  JOHN  STEWART 
COMPANY  AGAINST  SPECIAL  DEFAULTS  BY  THE  AUTHORITY 


WHEREAS,  On  May  2,  1997,  the  Board  of  Supervisors  passed  Resolution  No.  380-97, 
authorizing  the  Mayor’s  Treasure  Island  Project  Office  to  establish  a nonprofit  public  benefit 
corporation  known  as  the  Treasure  Island  Development  Authority  (the  “Authority”)  to  act  as  a 
single  entity  focused  on  the  planning,  redevelopment,  reconstruction,  rehabilitation,  reuse  and 
conversion  of  former  Naval  Station  Treasure  Island  (the  “Base”)  for  the  public  interest, 
convenience,  welfare  and  common  benefit  of  the  inhabitants  of  the  City  and  County  of  San 
Francisco;  and, 

WHEREAS,  Under  the  Treasure  Island  Conversion  Act  of  1997,  which  amended 
Section  33492.5  of  the  California  Health  and  Safety  Code  and  added  Section  2.1  to  Chapter 
1333  of  the  Statutes  of  1968  (the  “Act”),  the  California  legislature  (i)  designated  the  Authority 
as  a redevelopment  agency  under  California  redevelopment  law  with  authority  over  the  Base 
upon  approval  of  the  City’s  Board  of  Supervisors,  and,  (ii)  with  respect  to  those  portions  of  the 
Base  which  are  subject  to  the  Tidelands  Trust,  vested  in  the  Authority  the  authority  to 
administer  the  public  trust  for  commerce,  navigation  and  fisheries  as  to  such  property;  and, 
WHEREAS,  The  Tidelands  Trust  prohibits  the  sale  of  trust  property  into  private 
ownership,  generally  requires  that  Tidelands  Trust  property  be  accessible  to  the  public  and 
encourages  public-oriented  uses  of  trust  property  that,  among  other  things,  attract  people  to 
the  waterfront,  promote  public  recreation,  protect  habitat  and  preserve  open  space;  and, 
WHEREAS,  There  are  approximately  1 ,000  units  of  housing  on  the  Base,  904  on 
Treasure  Island  and  96  on  Yerba  Buena  Island  (the  “Base-Wide  Housing  Units”);  and 
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WHEREAS,  The  Authority  seeks  to  have  up  to  766  of  the  Base-Wide  Housing  Units 
rehabilitated,  marketed  and  leased  to  residential  tenants  in  order  to  (i)  generate  revenues  for 
the  operation  and  improvement  of  the  Base,  thereby  reducing  the  likelihood  that  the  City’s 
General  Fund  revenues  will  have  to  be  used  for  such  purposes,  (ii)  alleviate  the  critical 
shortage  of  housing  in  the  City,  (iii)  encourage  San  Francisco  life/safety  personnel  and  other 
employees  (including  teachers)  providing  important  services  to  the  Base,  and  students  and 
faculty  of  a consortium  of  San  Francisco’s  higher  education  institutions,  to  live  on  the  Base, 
(iv)  develop  a critical  mass  of  persons  who  live  and  work  on  the  Base  by  creating  a residential 
community  that  reflects  the  socioeconomic  and  cultural  diversity  of  the  City  and  the  San 
Francisco  Bay  Area,  and  (v)  prevent  the  further  physical  deterioration  of  these  housing  units 
by  entering  into  a Sublease,  Development,  Marketing  and  Property  Management  Agreement 
(the  “Agreement”)  with  the  John  Stewart  Company  (“JSCO”);  and, 

WHEREAS,  Under  the  Agreement,  the  Authority  will  be  obligated  (under  the  Special 
Authority  Indemnity  included  in  the  Agreement)  to  repay  JSCO  certain  Liquidated  Damages 
(calculated  as  the  then-outstanding  amount  of  JSCO’s  capital  investment  in  the  project,  plus 
certain  earned,  but  unpaid  fees)  in  the  event  the  Authority  causes  the  termination  of  the 
Master  Lease  or  fails  to  provide  basic  utilities  such  as  electricity  or  water  to  the  premises 
(either,  a “Special  Authority  Default”);  and 

WHEREAS,  In  order  to  induce  John  Stewart  to  enter  into  the  Agreement  and  make  the 
capital  investments  required  therein  (which  will  yield  extensive  public  benefits  to  the  City),  the 
City  is  willing  to  enter  into  an  Indemnity  Agreement  with  JSCO;  and, 

WHEREAS,  under  the  Indemnity  Agreement  (a  copy  of  which  is  attached  to  this 
Resolution  as  Exhibit  A),  the  City  will  indemnify  and  pay  JSCO  the  amount  of  the  Liquidated 
Damages,  if  any,  that  have  not  been  paid  to  JSCO  by  the  Authority  as  required  under  the 
Sublease  (“City’s  Indemnity  Obligation”),  and; 
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WHEREAS,  Although  the  likelihood  of  the  City  being  required  to  pay  under  the  City 
Indemnity  should  be  remote  and  largely  within  the  City’s  control  (since  a Special  Authority 
Default  is  most  likely  to  arise  from  the  Board  of  Supervisors  failure  to  appropriate  Base 
revenues  or  the  delivery  of  basic  City  services),  the  Authority  has  negotiated  a Repayment 
Agreement  with  the  City,  in  substantially  the  form  of  the  Repayment  Agreement  attached 
hereto  as  Exhibit  B,  to  protect  the  City’s  General  Fund  from  the  costs  of  converting  Treasure 
Island  to  civilian  reuse;  and 

WHEREAS,  The  Repayment  Agreement  obligates  the  Authority  to  repay  the  City  any 
payments  it  makes  under  the  City  Indemnity  from  current  or  future  Authority  revenues;  Now 
therefore,  be  it, 

RESOLVED,  That  the  Authority  hereby  approves  and  authorizes  the  Executive  Director 
to  enter  into  on  behalf  of  the  Authority  the  Repayment  Agreement;  and,  be  it 

FURTHER  RESOLVED,  That  the  Authority  authorizes  the  Executive  Director  to  enter 
into  modifications  to  the  Repayment  Agreement  (including,  without  limitation,  the  attachment 
or  modification  of  exhibits)  that  are  in  the  best  interests  of  the  Authority  and  the  City,  do  not 
materially  change  the  terms  of  the  Repayment  Agreement,  and  are  necessary  and  advisable 
to  effectuate  the  purpose  and  intent  of  this  resolution. 


CERTIFICATE  OF  SECRETARY 

I hereby  certify  that  I am  the  duly  elected  and  acting  Secretary  of  the  Treasure  Island 
Development  Authority,  a California  nonprofit  public  benefit  corporation,  and  that  the  above  Resolution 
was  duly  adopted  and  approved  by  the  Board  of  Directors  of  the  Authority  at  a properly  noticed 
meeting  on  January  20,  199 . 


John  Elberling,  Secretary 
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Repayment  Agreement 
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INDEMNITY  AND  INDUCEMENT  AGREEMENT 


This  Indemnity  and  Inducement  Agreement  (this  “Agreement”),  dated  as  of  this 

January , 1999,  is  made  by  and  between  the  City  and  County  of  San  Francisco,  a 

municipal  corporation  (“City”),  and  the  John  Stewart  Company,  a 
(“John  Stewart”). 

This  Agreement  is  made  with  reference  to  the  following  facts  and  circumstances: 

A.  Former  Naval  Station  Treasure  Island  (the  “Base”  or  “Property”)  was 
previously  selected  for  closure  and  disposition  by  the  Base  Realignment  and  Closure 
Commission  in  1993,  acting  under  Public  Law  101-510  and  its  subsequent  amendments, 
and  is  currently  owned  by  the  United  States  of  America,  acting  by  and  through  the 
Department  of  Navy  (“Master  Landlord”). 

B.  On  May  2,  1 997,  the  Board  of  Supervisors  of  the  City  and  County  of  San 
Francisco  (the  “City”)  passed  Resolution  No.  244-97-003,  authorizing  the  Mayor’s 
Treasure  Island  Project  Office  (the  “Project  Office”)  to  establish  the  Treasure  Island 
Development  Authority  (the  “Authority”)  as  a nonprofit  public  benefit  corporation  for  the 
purpose  of  overseeing  and  implementing  the  redevelopment,  reconstruction, 
rehabilitation,  reuse  and  conversion  of  the  Base  for  the  public  interest,  convenience, 
welfare  and  common  benefit  of  the  inhabitants  of  the  City. 

C.  Under  the  Treasure  Island  Conversion  Act  of  1997,  which  amended 
Section  33492.5  of  the  California  Health  and  Safety  Code  and  added  Section  2.1  to 
Chapter  1333  of  the  Statutes  of  1968  (the  “Act”),  the  California  legislature  (i)  designated 
the  Authority  as  a redevelopment  agency  under  California  redevelopment  law  with 
authority  over  the  Base,  and  (ii)  with  respect  to  those  portions  of  the  Base  which  are 
former  tide  or  submerged  lands,  vested  in  the  Authority  the  authority  to  administer  the 
public  trust  for  commerce,  navigation  and  fisheries  as  to  such  property. 

D.  The  Authority  and  the  City  seek  to  have  up  to  766  of  existing  housing  units  on 
the  Base  rehabilitated,  marketed  and  leased  to  residential  tenants  (the  “Project”)  for  a 
number  of  public  purposes,  including  to  (i)  generate  revenues  for  the  operation  and 
improvement  of  the  Base,  thereby  helping  to  achieve  financial  self-sufficiency  for  the 
Base,  (ii)  alleviate  the  critical  shortage  of  housing  in  the  City,  (iii)  encourage  San 
Francisco  life/safety  personnel  and  other  employees  (including  teachers)  providing 
important  services  to  the  Base,  and  students  and  faculty  of  a consortium  of  San 
Francisco’s  higher  education  institutions,  to  live  on  the  Base,  (iv)  develop  a critical  mass 
of  persons  who  live  and  work  on  the  Base  by  creating  a residential  community  that 
reflects  the  socioeconomic  and  cultural  diversity  of  the  City  and  the  San  Francisco  Bay 
Area,  and  (v)  prevent  the  further  physical  deterioration  of  housing  units  on  the  Base. 

E.  Pursuant  to  a Request  for  Qualifications  issued  by  the  Authority,  the  Authority 
has  negotiated  with  John  Stewart  a sublease  to  implement  the  Project,  a copy  of  which  is 
attached  hereto  as  Exhibit  A (the  “Sublease”). 

F.  The  Sublease  is  and  shall  remain  subordinate  to  a master  lease  by  and  between 

the  Master  Landlord  and  the  Authority,  dated  as  of , 1999  (the  “Master  Lease”). 
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G.  The  Master  Landlord  can  terminate  the  Master  Lease  in  the  event  the 
Authority  fails  to  perform  certain  obligations  thereunder  or  if  the  City’s  Board  of 
Supervisors  fails  to  appropriate  funds  generated  by  the  use  of  such  leased  premises  for 
improvements  to  or  maintenance  and  management  of  the  Base. 

H.  Under  the  Sublease,  among  other  things,  John  Stewart  is  required  to  expend 
substantial  sums  to  improve  the  leased  premises  (the  “Capital  Investment”). 

I.  Under  the  Sublease,  among  other  things,  the  Capital  Investment  is  to  be  repaid 
to  John  Stewart  from  Project  Revenues,  and  the  unpaid  portions  will  accrete  at  an  annual 
rate  of  9%,  compounded  monthly. 

J.  Under  Section  22.2(b)  of  the  Sublease,  if  there  is  either  (i)  a default  by  the 
Authority  under  the  Master  Lease  which  results  in  the  termination  of  the  Master  Lease,  or 
(ii)  a default  by  the  Authority  of  its  obligations  to  provide  certain  essential  utility  services 
to  the  Base  (either,  a “Special  Authority  Default”),  then,  after  the  expiration  of  applicable 
cure  periods,  John  Stewart  has  the  right  to  terminate  the  Sublease  upon  the  Authority 
paying  John  Stewart  within  ninety  (90)  days  the  then  outstanding  amount  of  the  Capital 
Investment,  plus  all  accretion  thereon,  and  all  accrued  but  unpaid  Management  Fees, 
Marketing  and  Leasing  fees  and  Development  Fees,  as  liquidated  damages  (the 
“Liquidated  Damages”). 

K.  Under  the  terms  of  that  certain  Repayment  Agreement,  by  and  between  the 
Authority  and  the  City,  a copy  of  which  is  attached  hereto  as  Exhibit  B.  if  the  City  is 
required  to  pay  any  sums  to  John  Stewart  under  this  Agreement,  the  Authority  shall  repay 
such  sums  to  the  City. 

L.  In  order  to  induce  John  Stewart  to  make  the  Capital  Investment  and  to  enter 
into  the  Sublease,  which  will  yield  extensive  public  benefits  to  the  City  and  County  of 
San  Francisco,  the  City  is  willing  to  enter  into  this  Agreement.  The  parties  recognize  that 
John  Stewart  would  not  be  willing  to  enter  into  the  Sublease  or  make  the  Capital 
Investment  without  this  Agreement,  and  the  covenants  contained  herein. 

NOW  THEREFORE,  in  consideration  of  the  foregoing,  and  other  good  and 
valuable  consideration,  the  receipt  of  which  is  hereby  acknowledged,  the  City  and  John 
Stewart  hereby  agree  as  follows: 

1 . Definitions.  Except,  as  otherwise  defined  herein,  capitalized  terms  shall  have 
the  meaning  given  them  in  the  Sublease. 

2.  Term.  The  term  of  this  Agreement  shall  commence  on  the  date  that  is  the 
latest  of  the  date  (i)  the  Parties  hereto  have  duly  executed  and  delivered  this  Agreement, 
(ii)  the  City’s  Board  of  Supervisors  and  Mayor  have  approved  this  Agreement,  the  Master 
Lease  and  the  Sublease,  in  their  sole  and  absolute  discretion,  and  (iii)  John  Stewart  has 
entered  into  the  Sublease  with  the  Authority  in  substantially  the  form  attached  hereto  and 
such  Sublease  has  become  effective,  and  shall  terminate  on  the  date  that  is  the  earlier  of 
either  (a)  the  date  of  the  expiration  or  earlier  complete  termination  of  the  Sublease  or  (b) 
the  date  when  the  amount  of  funds  in  the  Ledger  Account  is  zero  and  any  outstanding 
Management,  Marketing  or  Leasing  and  Development  Fees  have  been  paid. 

3.  Covenant  to  use  Best  Efforts  to  Avoid  a Special  Authority  Default.  City 
covenants  to  use  its  best  efforts  to  not  take  any  action  or  fail  to  act,  or  cause  the  Authority 
to  take  any  action  or  fail  to  act,  in  a manner  that  would  result  in  a Special  Authority 
Default. 
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4.  Indemnity.  If,  after  the  expiration  of  applicable  cure  periods,  a Special 
Authority  Default  has  occurred  and  is  continuing,  City  shall  pay  John  Stewart,  within  60 
days  after  receipt  of  written  demand  therefor,  the  amount  of  the  Liquidated  Damages,  if 
any,  that  has  not  been  paid  to  John  Stewart  by  the  Authority  as  required  under  Section 
22.2(b)  of  the  Sublease  (“City’s  Indemnity  Obligation”).  City  shall  also  pay  interest  on 
the  City’s  Indemnity  Obligation  from  the  date  due  for  payment  by  the  City  until  paid  at 
9%  per  annum.  The  City  agrees  that,  under  this  Agreement,  it  has  a direct  obligation  to 
John  Stewart,  that  its  obligations  hereunder  are  independent  of  the  Authority’s 
obligations  under  the  Sublease,  and  that  a separate  action  or  actions  may  be  brought  by 
John  Stewart  and  prosecuted  against  City  under  this  Agreement.  City  further  agrees  that 
its  obligations  hereunder  are  irrevocable,  absolute,  independent,  and  unconditional 
(except  as  otherwise  specifically  provided  herein)  and  shall  not  be  affected  by  any 
circumstance  other  than  indefeasible  payment  in  full  of  the  City’s  Indemnity  Obligation  if 
due  under  this  Agreement. 

The  parties  have  agreed  that  John  Stewart's  actual  damages  in  the  event  of  a 
Special  Authority  Default  would  be  extremely  difficult  or  impracticable  to  determine. 

THEREFORE,  BY  PLACING  THEIR  INITIALS  BELOW,  THE  PARTIES 
ACKNOWLEDGE  THAT  THE  CITY’S  INDEMNITY  OBLIGATION  HAS  BEEN 
AGREED  UPON,  AFTER  NEGOTIATION,  AS  THE  PARTIES'  REASONABLE 
ESTIMATE  OF  SUBTENANT’S  DAMAGES  AND  AS  SUBTENANT’S 
EXCLUSIVE  REMEDY  AGAINST  THE  CITY  UNDER  THIS  AGREEMENT,  AT 
LAW  OR  IN  EQUITY,  IN  THE  EVENT  OF  A SPECIAL  AUTHORITY 
DEFAULT. 


INITIALS:  John  Stewart City 

5.  Notices  and  Right  to  Cure.  John  Stewart  agrees  that  when  giving  notice  to  the 
Authority  with  respect  to  any  Special  Authority  Default  under  the  Sublease,  John  Stewart 
shall  contemporaneously  deliver  a copy  of  each  such  notice  to  City  at  the  address  and  in 
the  manner  for  providing  notice  described  in  Section  23  below.  No  notice  of  a Special 
Authority  default  from  John  Stewart  to  the  Authority  shall  be  effective  unless  and  until 
John  Stewart  gives  to  City  a copy  of  such  notice  to  the  Authority.  In  addition,  City  shall 
have  the  right,  but  not  the  obligation,  to  cure  any  such  Special  Authority  Default  under 
the  Sublease  within  the  same  cure  periods  provided  therein,  and  John  Stewart  shall  accept 
any  such  performance  by  City  as  though  the  same  had  been  done  or  performed  by  the 
Authority.  John  Stewart  hereby  authorizes  the  City  to  enter  upon  the  Premises  to  effect 
any  such  cure  of  a Special  Authority  Default. 

6.  Waivers.  City  waives:  notice  of  acceptance  of  this  Agreement;  notice  of  the 
amount  of  the  Liquidated  Damages  (subject,  however,  to  City’s  right  to  make  inquiry  of 
the  Authority  to  ascertain  the  then  outstanding  amount  of  the  Liquidated  Damages), 
notice  of  any  other  fact  that  might  increase  the  City’s  risk  under  this  Agreement  (subject 
to  the  provisions  of  Section  4 above),  any  defenses  or  benefits  that  may  be  derived  from 
or  afforded  by  laws  that  limit  the  liability  of  or  exonerate  City  or  sureties  or  guarantors 
generally,  or  that  may  conflict  with  the  terms  of  this  Agreement,  any  rights  to  set-offs, 
recoupments  and  counterclaims,  and  the  benefits  of  any  statutes  of  limitation  affecting 
City’s  liability  hereunder.  City  also  waives  any  all  rights,  by  statute  or  otherwise,  to 
require  John  Stewart  to  institute  suit  related  to  the  Sublease  against  the  Authority  or  any 
other  party  or  to  exhaust  any  of  John  Stewart’s  rights  or  remedies  related  to  the  Sublease 
against  the  Authority  or  any  other  party.  Nothing  in  this  Agreement  shall  limit  any  rights 
of  the  City  against  the  Authority  under  the  Repayment  Agreement  or  otherwise. 
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7.  Controller's  Certification  of  Funds.  The  terms  of  this  Agreement  shall  be 
governed  by  and  subject  to  the  budgetary  and  fiscal  provisions  of  the  Charter  of  the  City 
and  County  of  San  Francisco.  Notwithstanding  anything  to  the  contrary  contained  in  this 
Agreement,  to  the  extent  required  by  applicable  laws  (including  the  City’s  Charter),  there 
shall  be  no  obligation  for  the  payment  or  expenditure  of  money  by  City  under  this 
Agreement  unless  the  Controller  of  the  City  and  County  of  San  Francisco  first  certifies, 
pursuant  to  Section  3.105  of  the  Charter  of  the  City  and  County  of  San  Francisco,  that 
there  is  a valid  appropriation  from  which  the  expenditure  may  be  made  and  that 
unencumbered  funds  are  available  from  the  appropriation  to  pay  the  expenditure.  The 
City,  acting  by  and  through  its  Mayor,  covenants  to  use  best  efforts  to  seek  any  such 
appropriation. 

8.  Amendments.  Neither  this  Agreement  nor  any  term  or  provisions  hereof  may 
be  changed,  waived,  discharged  or  terminated,  except  by  a written  instrument  signed  by 
the  Parties  hereto.  In  addition,  any  amendment  to  the  Sublease  or  this  Agreement  that 
could  materially  increase  the  City’s  Indemnity  Obligation  or  adversely  affect  the  City’s 
rights  or  obligations  hereunder  or  under  the  Repayment  Agreement  shall  be  subject  to 
prior  approval  of  the  Board  of  Supervisors  by  resolution  and  the  Mayor,  in  their  sole  and 
absolute  discretion. 

9.  Interpretation  of  Agreement.  The  captions  preceding  the  articles  and  sections 
of  this  Agreement  and  the  recitals  have  been  inserted  for  convenience  of  reference  only 
and  such  captions  shall  in  no  way  define  or  limit  the  scope  or  intent  of  any  provision  of 
this  Agreement.  This  Agreement  has  been  negotiated  at  arm’s  length  and  between 
persons  sophisticated  and  knowledgeable  in  the  matters  dealt  with  herein  and  shall  be 
interpreted  to  achieve  the  intent  and  purposes  of  the  Parties,  without  any  presumption 
against  the  party  responsible  for  drafting  any  part  of  this  Agreement.  Provisions  in  this 
Agreement  relating  to  number  of  days  shall  be  calendar  days,  unless  otherwise  specified, 
provided  that  if  the  last  day  of  any  period  to  give  notice,  reply  to  a notice  or  to  undertake 
any  other  action  occurs  on  a Saturday,  Sunday  or  a bank  or  City  holiday,  then  the  last  day 
for  undertaking  the  action  or  giving  or  replying  to  the  notice  shall  be  the  next  succeeding 
business  day.  Use  of  the  word  “including”  or  similar  words  shall  not  be  construed  to 
limit  any  general  term,  statement  or  other  matter  in  this  Agreement,  whether  or  not 
language  of  non-limitation,  such  as  “without  limitation”  or  similar  words,  are  used. 

10.  Successors  and  Assigns.  The  terms,  covenants  and  conditions  contained  in 
this  Agreement  shall  bind  and  inure  to  the  benefit  of  the  City  and  John  Stewart  and, 
except  as  otherwise  provided  herein,  their  personal  representatives  and  successors  and 
assigns. 


11.  Severability.  If  any  provision  of  this  Agreement  or  the  application  thereof  to 
any  person,  entity  or  circumstance  shall,  to  any  extent,  be  invalid  or  unenforceable,  the 
remainder  of  this  Agreement,  or  the  application  of  such  provision  to  persons,  entities  or 
circumstances  other  than  those  as  to  which  it  is  invalid  or  unenforceable,  shall  not  be 
affected  thereby,  and  each  other  provision  of  this  Agreement  shall  be  valid  and  be 
enforceable  to  the  fullest  extent  permitted  by  Law. 

12.  Governing  Law.  This  Agreement  shall  be  construed  and  enforced  in 
accordance  with  the  Laws  of  the  State  of  California  and  the  City’s  Charter. 

13.  Entire  Agreement.  This  Agreement  (including  the  exhibits  hereto,  which  are 
made  a part  of  this  Agreement)  contains  the  entire  agreement  between  the  Parties  with 
respect  to  the  subject  matter  hereof,  and  supersedes  all  prior  written  or  oral  negotiations, 
discussions,  understandings  and  agreements.  The  Parties  further  intend  that  this 
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Agreement  shall  constitute  the  complete  and  exclusive  statement  of  its  terms  and  that  no 
extrinsic  evidence  whatsoever  (including  prior  drafts  of  this  Agreement  and  any  changes 
therefrom)  may  be  introduced  in  any  judicial,  administrative  or  other  legal  proceeding 
involving  this  Agreement. 

14.  Relationship  of  Parties.  The  City  is  not,  and  none  of  the  provisions  in  this 
Agreement  shall  be  deemed  to  render  the  City,  a partner  in  John  Stewart’s  business,  or 
joint  venturer  or  member  in  any  joint  enterprise  with  John  Stewart.  This  Agreement  is  not 
intended  nor  shall  it  be  construed  to  create  any  third  party  beneficiary  rights  in  any  third 
party,  unless  otherwise  expressly  provided. 

15.  Non-Liability  of  Parties’  officials,  employees.  No  elective  or  appointive 
board,  commission,  member,  officer  or  employee  of  either  of  the  Parties  or  their  Agents 
shall  be  personally  liable  in  the  event  of  any  default,  breach  or  for  any  amount  which  may 
become  due,  or  for  any  obligation  of  under  this  Agreement. 

16.  Limitation  on  City’s  Liability.  Under  no  circumstances  shall  the  City  be 
liable  for  any  damages  suffered  or  incurred  by  John  Stewart  or  any  other  party 
(incidental,  consequential  or  otherwise)  arising  under  or  related  to  the  Sublease,  other 
than  solely  for  the  City’s  Indemnity  Obligation  and  to  the  extent  and  under  the  terms  and 
conditions  expressly  provided  herein. 

17.  Counterparts.  This  Agreement  may  be  executed  in  two  or  more  counterparts, 
each  of  which  shall  be  deemed  an  original,  but  all  of  which  taken  together  shall  constitute 
one  and  the  same  instrument. 

18.  Non-Discrimination  in  Contracts  and  Benefits  Ordinance. 


18.1  In  the  performance  of  this  Agreement,  John  Stewart  covenants  and 
agrees  not  to  discriminate  on  the  basis  of  the  fact  or  perception  of  a person’s  race, 
color,  creed,  religion,  national  origin,  ancestry,  age,  sex,  sexual  orientation, 
gender  identity,  domestic  partner  status,  marital  status,  disability  or  Acquired 
Immune  Deficiency  Syndrome  or  HIV  status  (AIDS/HIV  status)  against  any 
employee  of,  any  City  employee  working  with,  or  applicant  for  employment  with 
John  Stewart,  in  any  of  John  Stewart’s  operations  within  the  United  States,  or 
against  any  person  seeking  accommodations,  advantages,  facilities,  privileges, 
services,  or  membership  in  all  business,  social,  or  other  establishments  or 
organizations  operated  by  John  Stewart. 

18.2  John  Stewart  shall  include  in  all  Subcontracts  a non-discrimination 
clause  applicable  to  such  sub-John  Stewart  or  other  subcontractor  in  substantially 
the  form  of  subsection  (a)  above.  In  addition,  John  Stewart  shall  incorporate  by 
reference  in  all  subcontracts  the  provisions  of  Sections  12B.2(a),  12B.2(c)-(k), 
and  12C.3  of  the  San  Francisco  Administrative  Code  and  shall  require  all 
subcontractors  to  comply  with  such  provisions. 

1 8.3  John  Stewart  does  not  as  of  the  date  of  this  Agreement  and  will  not 
during  the  Term,  in  any  of  its  operations  in  San  Francisco  or  elsewhere  within  the 
United  States,  discriminate  in  the  provision  of  bereavement  leave,  family  medical 
leave,  health  benefits,  membership  or  membership  discounts,  moving  expenses, 
pension  and  retirement  benefits  or  travel  benefits,  as  well  as  any  benefits  other 
than  the  benefits  specified  above,  between  employees  with  domestic  partners  and 
employees  with  spouses,  and/or  between  the  domestic  partners  and  spouses  of 
such  employees,  where  the  domestic  partnership  has  been  registered  with  a 
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governmental  entity  pursuant  to  state  or  local  law  authorizing  such  registration, 
subject  to  the  conditions  set  forth  in  Section  12B.2(b)  of  the  San  Francisco 
Administrative  Code. 

18.4  The  provisions  of  Chapters  12B  and  12C  of  the  San  Francisco 
Administrative  Code  relating  to  non-discrimination  by  parties  contracting  for  the 
lease  of  City  property  are  incorporated  in  this  Section  by  reference  and  made  a 
part  of  this  Agreement  as  though  fully  set  forth  herein.  John  Stewart  shall  comply 
fully  with  and  be  bound  by  all  of  the  provisions  that  apply  to  this  Agreement 
under  such  Chapters  of  the  Administrative  Code,  including  but  not  limited  to  the 
remedies  provided  in  such  Chapters.  Without  limiting  the  foregoing,  John 
Stewart  understands  that  pursuant  to  Section  12B.2(h)  of  the  San  Francisco 
Administrative  Code,  a penalty  of  $50  for  each  person  for  each  calendar  day 
during  which  such  person  was  discriminated  against  in  violation  of  the  provisions 
of  this  Agreement  may  be  assessed  against  John  Stewart  and/or  deducted  from 
any  payments  due  John  Stewart. 

18.5  John  Stewart  shall  execute  the  “Chapter  12B  Declaration: 
Nondiscrimination  in  Contracts  and  Benefits”  form  (Form  HRC-12B-101)  with 
supporting  documentation  and  secure  the  approval  of  the  form  by  the  San 
Francisco  Human  Rights  Commission. 

19.  MacBride  Principles  - Northern  Ireland.  The  City  and  County  of  San 
Francisco  urges  companies  doing  business  in  Northern  Ireland  to  move  toward  resolving 
employment  inequities  and  encourages  then  to  abide  by  the  MacBride  Principles  as 
expressed  in  San  Francisco  Administrative  Code  Section  12F.1,  et  seq.  The  City  and 
County  of  San  Francisco  also  urge  San  Francisco  companies  to  do  business  with 
corporations  that  abide  by  the  MacBride  Principles.  John  Stewart  acknowledges  that  it 
has  read  and  understands  the  above  statement  of  the  City  and  County  of  San  Francisco 
concerning  doing  business  in  Northern  Ireland. 

20.  Tropical  Hardwood  and  Virgin  Redwood  Ban.  The  City  and  County  of  San 
Francisco  urges  companies  not  to  import,  purchase,  obtain  or  use  for  any  purpose,  any 
tropical  hardwood  or  virgin  redwood  or  tropical  hardwood  product  or  virgin  redwood 
product. 

21.  Conflicts  of  Interest.  John  Stewart  states  that  it  is  familiar  with  the  provisions 
of  Section  8.105  and  8.106  of  the  San  Francisco  Charter  and  certifies  that  it  knows  of  no 
facts  which  would  constitute  a violation  of  such  provisions.  John  Stewart  further  certifies 
that  it  has  made  a complete  disclosure  to  the  City  of  all  facts  bearing  on  any  possible 
interests,  direct  or  indirect,  which  John  Stewart  believes  any  officer  or  employee  of  the 
City  presently  has  or  will  have  in  this  Agreement  or  in  the  performance  thereof  or  in  any 
portion  of  the  profits  thereof.  Willful  failure  by  John  Stewart  to  make  such  disclosure,  if 
any,  shall  constitute  grounds  for  City’s  termination  and  cancellation  of  this  Agreement. 

22.  Burma  (Myanmar)  Business  Prohibition.  John  Stewart  is  not  the  government 
of  Burma  (Myanmar),  a person  or  business  entity  organized  under  the  laws  of  Burma 
(Myanmar)  or  a “prohibited  person  or  entity”  as  defined  in  Section  12J.2(G)  of  the  San 
Francisco  Administrative  Code  Chapter  12J  of  the  San  Francisco  Administrative  Code  is 
hereby  incorporated  by  reference  as  though  fully  set  forth  herein.  The  failure  of  John 
Stewart  to  comply  with  any  of  its  requirements  shall  be  deemed  a material  breach  of  this 
Agreement.  In  the  event  John  Stewart  fails  to  comply  in  good  faith  with  any  of  the 
provisions  of  Chapter  12J  of  the  San  Francisco  Administrative  Code,  John  Stewart  shall 
be  liable  for  liquidated  damages  for  each  violation  in  an  amount  equal  to  John  Stewart’s 
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net  profit  under  this  Agreement,  or  10%  of  the  total  amount  of  the  Agreement,  or  $1,000, 
whichever  is  greatest.  John  Stewart  acknowledges  and  agrees  the  liquidated  damages 
assessed  shall  be  payable  to  City  upon  demand  and  may  be  setoff  against  any  moneys  due 
to  John  Stewart  under  this  Agreement . 

23  . Attorneys’  Fees . In  the  event  that  either  the  City  or  John  Stewart  fails  to 
perform  any  of  its  obligations  under  this  Agreement  or  in  the  event  a dispute  arises 
concerning  the  meaning  or  interpretation  of  any  provision  of  this  Agreement,  the 
defaulting  party  or  the  party  not  prevailing  in  such  dispute,  as  the  case  may  be,  shall  pay 
any  and  all  costs  and  expenses  incurred  by  the  other  party  in  enforcing  or  establishing  its 
rights  hereunder  (whether  or  not  such  action  is  prosecuted  to  judgment),  including, 
without  limitation,  court  costs  and  reasonable  attorneys’  fees.  For  purposes  of  this 
Agreement,  reasonable  fees  of  attorneys  of  the  Office  of  the  City  Attorney  shall  be  based 
on  the  fees  regularly  charged  by  private  attorneys  with  the  equivalent  number  of  years  of 
experience  in  the  subject  matter  area  of  the  law  for  which  the  City  Attorney's  services 
were  rendered  who  practice  in  the  City  of  San  Francisco  in  law  firms  with  approximately 
the  same  number  of  attorneys  as  employed  by  the  Office  of  the  City  Attorney. 

24 . Notices.  Any  notice  given  hereunder  shall  be  effective  only  in  writing  and 
given  by  delivering  the  notice  in  person,  or  by  sending  it  first  class  mail  or  certified  mail 
with  a return  receipt  requested  or  reliable  commercial  overnight  courier,  return  receipt 
requested,  with  postage  prepaid  as  follows: 


City: 


With  a copy  to: 


City  and  County  of  San  Francisco 
Office  of  the  Mayor 
1 Dr.  Carlton  B.  Goodlett  Place 
Room 

San  Francisco,  CA  94102 
(415)  XXX-XXXX 
Attn:  Budget  Director 


Office  of  the  City  Attorney 
City  and  County  of  San  Francisco 
Louise  H.  Renne  City  Attorney 
Michael  S.  Cohen 
Deputy  City  Attorney 
1 Dr.  Carlton  B.  Goodlett  Place 
Room  234,  City  Hall 
San  Francisco,  CA  94102-4682 
Tel:  (415)  554-4722 
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Fax:  (415)  554-4755 


John  Stewart 


John  Stewart  Company 
2319  Mason  Street 
San  Francisco,  CA  94133 
Tel:  (415)  391-4321 
Fax:  (415)296-7579 
Attn:  John  Stewart 


With  a copy  to: 


Dean  Weiner,  Esq. 

Howard  Heitner,  Esq. 
O’Melveny  & Myers  LLP 
400  South  Hope  Street 
Los  Angeles,  CA  90071-2899 
Tel:  (213)430-6000 
Fax:  (213)669-6407 


Any  Party  hereunder  may  designate  a new  address  for  notice  purposes  hereunder 
at  least  ten  (10)  days  prior  to  the  effective  date  of  such  change.  Any  notice  hereunder 
shall  be  deemed  to  have  been  given  two  (2)  days  after  the  date  when  it  is  mailed  if  sent 
by  first  class  or  certified  mail,  one  day  after  the  date  it  is  made,  if  sent  by  commercial 
overnight  carrier,  or  upon  the  date  personal  delivery  is  made,  and  any  refusal  by  either 
Party  to  accept  the  attempted  delivery  of  any  notice,  if  such  attempted  delivery  is  in 
compliance  with  this  Section  24.  shall  be  deemed  receipt  of  such  notice. 

25.  Recording.  This  Agreement  may  not  be  recorded  in  the  official  Records. 


Dated: 


City  and  County  of  San  Francisco 

By 

Its 


John  Stewart  Company 
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Its 
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REPAYMENT  AGREEMENT 


This  Repayment  Agreement  (this  “Agreement”),  dated  as  of  this day  of 

January,  1999,  is  made  by  and  between  the  City  and  County  of  San  Francisco,  a 
municipal  corporation,  (“City”),  and  the  Treasure  Island  Development  Authority,  a non- 
profit public  benefit  corporation  (the  “Authority”). 

This  Agreement  is  made  with  reference  to  the  following  facts  and  circumstances: 

A.  Former  Naval  Station  Treasure  Island  (the  “Base”  or  “Property”)  was 
previously  selected  for  closure  and  disposition  by  the  Base  Realignment  and  Closure 
Commission  in  1993,  acting  under  Public  Law  101-510  and  its  subsequent  amendments, 
and  is  currently  owned  by  the  United  States  of  America,  acting  by  and  through  the 
Department  of  Navy  (“Master  Landlord”). 

B.  On  May  2,  1997,  the  Board  of  Supervisors  of  the  City  passed  Resolution  No. 
244-97-003,  authorizing  the  Mayor’s  Treasure  Island  Project  Office  (the  “Project 
Office”)  to  establish  the  Authority  as  a nonprofit  public  benefit  corporation  for  the 
purpose  of  overseeing  and  implementing  the  redevelopment,  reconstruction, 
rehabilitation,  reuse  and  conversion  of  the  Base  for  the  public  interest,  convenience, 
welfare  and  common  benefit  of  the  inhabitants  of  the  City. 

C.  Under  the  Treasure  Island  Conversion  Act  of  1997,  which  amended 
Section  33492.5  of  the  California  Health  and  Safety  Code  and  added  Section  2.1  to 
Chapter  1333  of  the  Statutes  of  1968  (the  “Act”),  the  California  legislature  (i)  designated 
the  Authority  as  a redevelopment  agency  under  California  redevelopment  law  with 
authority  over  the  Base,  and,  (ii)  with  respect  to  those  portions  of  the  Base  which  are 
former  tide  or  submerged  lands,  vested  in  the  Authority  the  authority  to  administer  the 
public  trust  for  commerce,  navigation  and  fisheries  as  to  such  property. 

D.  The  Authority  and  the  City  seek  to  have  up  to  766  of  existing  housing  units  on 
the  Base  rehabilitated,  marketed  and  leased  to  residential  tenants  (the  “Project”)  for  a 
number  of  public  purposes,  including  to  (i)  generate  revenues  for  the  operation  and 
improvement  of  the  Base,  thereby  helping  to  achieve  financial  self-sufficiency  for  the 
Base,  (ii)  alleviate  the  critical  shortage  of  housing  in  the  City,  (iii)  encourage  San 
Francisco  life/safety  personnel  and  other  employees  (including  teachers)  providing 
important  services  to  the  Base,  and  students  and  faculty  of  a consortium  of  San 
Francisco’s  higher  education  institutions  to  live  on  the  Base,  (iv)  develop  a critical  mass 
of  persons  who  live  and  work  on  the  Base  by  creating  a residential  community  that 
reflects  the  socioeconomic  and  cultural  diversity  of  the  City  and  the  San  Francisco  Bay 
Area,  and  (v)  prevent  the  further  physical  deterioration  of  housing  units  on  the  Base. 

E.  Pursuant  to  a Request  for  Qualifications  issued  by  the  Authority,  the  Authority 
has  negotiated  with  John  Stewart  Company  (“John  Stewart’)  a sublease  to  implement  the 
Project,  a copy  of  which  is  attached  hereto  as  Exhibit  A (the  “Sublease”). 

F.  The  Sublease  is  and  shall  remain  subordinate  to  a master  lease  by  and  between 

the  Master  Landlord  and  the  Authority,  dated , 1999  (the  “Master  Lease”). 

G.  The  Master  Landlord  can  terminate  the  Master  Lease  in  the  event  the 
Authority  fails  to  perform  certain  obligations  thereunder  or  if  the  City’s  Board  of 
Supervisors  fails  to  appropriate  funds  generated  by  the  use  of  such  leased  premises  for 
improvements  to  or  maintenance  and  management  of  the  Base. 
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H.  Under  the  Sublease,  among  other  things,  John  Stewart  is  required  to  expend 
substantial  sums  to  improve  the  leased  premises  (the  “Capital  Investment”). 

I.  Under  the  Sublease,  among  other  things,  the  Capital  Investment  is  to  be  repaid 
to  John  Stewart  from  Project  Revenues,  and  the  unpaid  portions  will  accrete  at  an  annual 
rate  of  9%,  compounded  monthly. 

J.  Under  Section  22.2(b)  of  the  Sublease,  if  there  is  either  (i)  a default  by  the 
Authority  under  the  Master  Lease  which  results  in  the  termination  of  the  Master  Lease,  or 
(ii)  a default  by  the  Authority  of  its  obligations  to  provide  certain  essential  utility  services 
to  the  Base  (either,  a “Special  Authority  Default”),  then,  after  the  expiration  of  applicable 
cure  periods,  John  Stewart  has  the  right  to  terminate  the  Sublease  upon  the  Authority 
paying  John  Stewart  within  ninety  (90)  days  the  then  outstanding  amount  of  the  Capital 
Investment,  plus  all  accretion  thereon,  and  all  accrued  but  unpaid  Management  Fees, 
Marketing  and  Leasing  fees  and  Development  Fees,  as  liquidated  damages  (the 
“Liquidated  Damages”). 

K.  As  material  consideration  for  John  Stewart’s  agreement  to  enter  into  the 
Sublease,  the  City  agreed  to  indemnify  and  pay  to  the  John  Stewart  Company  the  amount 
of  the  Liquidated  Damages,  if  any,  that  has  not  been  paid  to  John  Stewart  by  the 
Authority  as  required  under  Section  22.2(b)  of  the  Sublease  (“City’s  Indemnity 
Obligation”),  as  provided  in  that  certain  Indemnity  Agreement  attached  hereto  as  Exhibit 
B. 


L.  The  City  desires  to  avoid  expending  General  Fund  revenues,  other  than 
revenues  generated  by  the  Authority,  on  the  redevelopment,  reconstruction, 
rehabilitation,  reuse  and  conversion  of  the  Base. 

NOW  THEREFORE,  in  consideration  of  the  foregoing,  and  other  good  and 
valuable  consideration,  the  receipt  of  which  is  hereby  acknowledged,  the  City  and  the 
Authority  hereby  agree  as  follows: 

1 . Repayment  Obligation.  The  Authority  covenants  to  use  its  best  efforts  to 
avoid  any  requirement  of  the  City  to  pay  the  City’s  Indemnity  Obligation  under  the 
Indemnity  Agreement.  If  the  City  is  required  to  pay  City’s  Indemnity  Obligation  to  John 
Stewart  under  the  Indemnity  Agreement,  the  Authority  agrees  unconditionally,  absolutely 
and  irrevocably  to  pay  the  City,  from  current  or  future  revenues  earned  by  the  Authority 
related  to  the  use  or  occupancy  of  the  Base,  the  amount  of  such  City  Indemnity 
Obligation,  together  with  all  costs  (including  attorneys  fees)  incurred  by  the  City  in 
connection  with  this  Agreement  (collectively,  the  “Reimbursement  Amount”), 
irrespective  of  any  set-off,  counter  claim  or  defense  to  payment  which  the  Authority  may 
have  or  have  had  against  the  City. 

2.  Post-maturity  Interest.  Any  amounts  due  and  owing  by  the  Authority  to  the 
City  not  paid  hereunder  when  due  shall  bear  interest  from  the  date  due  until  paid  in  full  at 
a per  annum  rate  of  nine  percent  (9%),  said  post-maturity  interest  to  be  payable  on 
demand. 

3.  Notice  of  Adverse  Conditions.  Within  three  (3)  business  days  of  the 
occurrence  thereof,  the  Authority  shall  provide  the  City  with  written  notice  as  provided  in 
Section  10  below  of  the  occurrence  of  any  condition  or  event,  which  in  the  reasonable 
judgment  of  the  Authority,  could  lead  to  or  result  in  a Special  Authority  Default  under  the 
Sublease.  In  addition,  the  Authority  shall  deliver  to  the  City  copies  of  any  notices  of 
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default  delivered  to  the  Authority  by  John  Stewart  within  three  (3)  business  days  of 
receipt  thereof. 

4.  Status  of  Amount  of  Potential  Liquidated  Damages.  Annually,  the  Authority 
shall  deliver  to  City  a report  describing  the  then  outstanding  amount  of  the  Capital 
Investment,  plus  all  accretion  thereon,  and  all  accrued  but  unpaid  Management  Fees, 
Marketing  and  Leasing  fees  and  Development  Fees  under  the  Sublease. 

5.  Insurance.  The  Authority  shall  maintain,  or  cause  to  be  maintained  on  the 
leased  premises  under  the  Sublease,  property  insurance,  including  earthquake  and  flood, 
approved  by  the  City’s  Risk  Manager  and  in  an  amount  not  less  then  the  current  amount 
of  the  Capital  Investment. 

6.  Amendments.  Neither  this  Agreement  nor  any  term  or  provisions  hereof  may 
be  changed,  waived,  discharged  or  terminated,  except  by  a written  instrument  signed  by 
the  Parties  hereto. 

7.  Severability.  If  any  provision  of  this  Agreement  or  the  application  thereof  to 
any  person,  entity  or  circumstance  shall,  to  any  extent,  be  invalid  or  unenforceable,  the 
remainder  of  this  Agreement,  or  the  application  of  such  provision  to  persons,  entities  or 
circumstances  other  than  those  as  to  which  it  is  invalid  or  unenforceable,  shall  not  be 
affected  thereby,  and  each  other  provision  of  this  Agreement  shall  be  valid  and  be 
enforceable  to  the  fullest  extent  permitted  by  Law. 

8.  Governing  Law.  This  Agreement  shall  be  construed  and  enforced  in 
accordance  with  the  Laws  of  the  State  of  California  and  the  City’s  Charter. 

9.  Counterparts.  This  Agreement  may  be  executed  in  two  or  more  counterparts, 
each  of  which  shall  be  deemed  an  original,  but  all  of  which  taken  together  shall  constitute 
one  and  the  same  instrument. 

10 . Notices.  Any  notice  given  hereunder  shall  be  effective  only  in  writing  and 
given  by  delivering  the  notice  in  person,  or  by  sending  it  first  class  mail  or  certified  mail 
with  a return  receipt  requested  or  reliable  commercial  overnight  courier,  return  receipt 
requested,  with  postage  prepaid  as  follows: 


The  City: 


City  and  County  of  San  Francisco 
Office  of  the  Mayor 
1 Dr.  Carlton  B.  Goodlett  Place 
Room 

San  Francisco,  CA  94102 
(415)  XXX-XXXX 
Attn: 


With  a copy  to: 
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The  Authority 


With  a copy  to: 


Treasure  Island 
Development  Authority 
401  Palm  Avenue 
Building  1 
Treasure  Island 
San  Francisco,  CA 
Attn:  Executive  Director 
Tel:  (415)274-0660 
Fax:  (415)274-0299 


Any  Party  hereunder  may  designate  a new  address  for  notice  purposes  hereunder 
at  least  ten  (10)  days  prior  to  the  effective  date  of  such  change.  Any  notice  hereunder 
shall  be  deemed  to  have  been  given  two  (2)  days  after  the  date  when  it  is  mailed  if  sent 
by  first  class  or  certified  mail,  one  day  after  the  date  it  is  made,  if  sent  by  commercial 
overnight  carrier,  or  upon  the  date  personal  delivery  is  made,  and  any  refusal  by  either 
Party  to  accept  the  attempted  delivery  of  any  notice,  if  such  attempted  delivery  is  in 
compliance  with  this  Section  10.  shall  be  deemed  receipt  of  such  notice. 


City  and  County  of  San  Francisco 

By 

Its 


Treasure  Island 
Development  Authority 


By. 

Its 
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SAN  FRANCISCO 
PUBLIC  LIBRARY 

[Navy  Lease  of  86  Housing  Units  on  Treasure  Island  and  Related  Facilities] 

APPROVING  AND  AUTHORIZING  THE  EXECUTIVE  DIRECTOR  TO  EXECUTE  ON  THE 
AUTHORITY’S  BEHALF  A LEASE  WITH  THE  UNITED  STATES  NAVY  FOR  THE  FIRST  86 


OF  A TOTAL  OF  222  HOUSING  UNITS  ON  TREASURE  AND  YERBA  BUENA  ISLANDS  TO 
BE  SUBLEASED  TO  MEMBER  ORGANIZATIONS  OF  THE  TREASURE  ISLAND 
HOMELESS  DEVELOPMENT  INITIATIVE  . 


WHEREAS,  On  May  2,  1997,  the  Board  of  Supervisors  passed  Resolution  No.  380-97, 
authorizing  the  Mayor’s  Treasure  Island  Project  Office  to  establish  a nonprofit  public  benefit 
corporation  known  as  the  Treasure  Island  Development  Authority  (the  “Authority”)  to  act  as  a 
single  entity  focused  on  the  planning,  redevelopment,  reconstruction,  rehabilitation,  reuse  and 
conversion  of  former  Naval  Station  Treasure  Island  (the  “Base”)  for  the  public  interest, 
convenience,  welfare  and  common  benefit  of  the  inhabitants  of  the  City  and  County  of  San 
Francisco;  and, 

WHEREAS,  Under  the  Treasure  Island  Conversion  Act  of  1997,  which  amended 
Section  33492.5  of  the  California  Health  and  Safety  Code  and  added  Section  2.1  to  Chapter 
1333  of  the  Statutes  of  1968  (the  “Act”),  the  California  legislature  (i)  designated  the  Authority 
as  a redevelopment  agency  under  California  redevelopment  law  with  authority  over  the  Base 
upon  approval  of  the  City’s  Board  of  Supervisors,  and,  (ii)  with  respect  to  those  portions  of  the 
Base  which  are  subject  to  the  Tidelands  Trust,  vested  in  the  Authority  the  authority  to 
administer  the  public  trust  for  commerce,  navigation  and  fisheries  as  to  such  property;  and, 

WHEREAS,  The  Tidelands  Trust  prohibits  the  sale  of  trust  property  into  private 
ownership,  generally  requires  that  Tidelands  Trust  property  be  accessible  to  the  public  and 
encourages  public-oriented  uses  of  trust  property  that,  among  other  things,  attract  people  to 
the  waterfront,  promote  public  recreation,  protect  habitat  and  preserve  open  space;  and, 
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WHEREAS,  In  order  to  facilitate  productive  reuse  and  job  creation  on  the  Base,  it  may 
be  beneficial  for  the  Authority  to  lease  or  license  property  from  the  Navy  and,  in  turn,  sublease 
or  sublicense  such  property  to  third-parties  or  use  such  property  for  municipal  purposes;  and, 

WHEREAS,  Pursuant  to  the  Base  Closure  Community  Redevelopment  and  Homeless 
Assistance  Act  of  1994,  the  Treasure  Island  Homeless  Development  Initiative  (“TIHDI”)  and 
the  San  Francisco  Redevelopment  Agency  negotiated  a Base  Closure  Homeless  Assistance 
Agreement  and  Option  to  Sublease  Real  Property,  which  was  endorsed  by  the  City’s  Board  of 
Supervisors  and  approved  by  the  United  States  Department  of  Housing  and  Urban 
Development  (as  such  agreement  is  finally  approved  and  adopted  by  the  Authority  and  the 
City,  the  “TIHDI  Agreement”);  and, 

WHEREAS,  Under  the  TIHDI  Agreement,  TIHDI,  among  other  things,  is  granted  the 
right,  upon  the  satisfaction  of  certain  conditions  precedent,  to  have  one  or  more  of  its  member 
organizations  sublease  up  to  90  of  the  housing  units  on  Yerba  Buena  Island  (41  of  which  are 
to  remain  available  to  the  Authority  for  up  to  five  years)  and  up  to  285  housing  units  on 
Treasure  Island  for  homeless  San  Franciscans,  as  more  particularly  described  in  the  TIHDI 
Agreement  (together,  the  “TIHDI  Units") ; and, 

WHEREAS,  The  Authority  and  TIHDI  intend  to  enter  into  four  separate  subleases  (the 
“TIHDI  Subleases”)  for  the  first  86  of  222  units  of  housing  on  the  Base  to  be  subleased  to 
TIHDI  member  organizations;  and, 

WHEREAS,  The  Authority  and  the  Navy  have  negotiated  the  terms  and  conditions  of  a 
lease  for  fifteen  years  for  the  use  of  the  86  housing  units  covered  by  the  TIHDI  Subleases  (the 
“TIHDI  Master  Housing  Lease”),  substantially  in  the  form  of  the  TIHDI  Master  Housing  Lease 
attached  to  this  Resolution  as  Exhibit  A;  and, 


Page  2 
1/15/99 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 


WHEREAS,  Among  other  things,  the  TIHDI  Master  Housing  Lease  provides  that  the 
Authority  may  lease  86  housing  units  on  the  Base  for  fifteen  years  for  use  by  TIHDI;  and, 
WHEREAS,  Under  the  TIHDI  Master  Housing  Lease,  the  Authority  is  not  required  to 
pay  rent  to  the  Navy,  however,  as  consideration  for  the  lease  of  the  premises  to  the  Authority, 
the  Authority  is  required  to  (i)  actively  market  the  Base,  (ii)  provide  protection  and 
maintenance  services  to  the  premises,  and  (iii)  upon  use  and  occupancy  of  the  premises  by 
residential  tenants,  pay  the  Navy  a Common  Services  Charge  equal  to  $0,050  Cents  per 
square  foot  of  interior  space  and  $0,003  per  square  foot  of  exterior  space,  per  month;  and, 
WHEREAS,  As  additional  consideration  under  the  TIHDI  Master  Housing  Lease,  the 
Authority  is  required,  subject  to  annual  appropriations  by  the  Board  of  Supervisors,  to  apply 
certain  net  revenues  generated  from  the  use  or  sublease  of  the  Premises  for  property 
management  services  on  the  Base  and  for  improvements  to  the  Base;  and 

WHEREAS,  If  the  Board  of  Supervisors  elects  not  to  appropriate  such  net  revenues  for 
property  management  services  or  improvements  to  the  Base,  the  Navy  may  terminate  the 
TIHDI  Master  Housing  Lease;  and, 

WHEREAS,  In  connection  with  the  TIHDI  Master  Housing  Lease,  the  Authority 
indemnifies  and  holds  harmless  the  Navy  from  any  losses  or  claims  suffered  by  the  Navy 
arising  out  of  the  Authority’s  use  of  the  Premises;  and, 

WHEREAS,  Pursuant  to  the  requirements  of  the  California  Environmental  Quality  Act, 
California  Public  Resources  Code,  Sections  21000  et  seq.,  ("CEQA"),  the  Guidelines  for 
Implementation  of  CEQA,  Title  15  California  Code  of  Regulations  Sections  15000  et  seq., 
("CEQA  Guidelines")  and  Chapter  31  of  the  San  Francisco  Administrative  Code  ("Chapter 
31"),  entitled  Environmental  Quality,  the  San  Francisco  Planning  Department  prepared  two  (2) 
categorical  exemptions  affecting  the  decision  by  this  Board  of  Directors  to  approve  the  lease 
that  is  the  subject  of  this  resolution,  and; 


Page  3 
1/15/99 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 


WHEREAS,  On  September  24,  1997,  the  Planning  Department  issued  a Categorical 


Exemption  under  Guidelines  sections  1 5301  (a)  and  1 5301  (d)  on  the  basis  that  the  renovation 
and  occupancy  by  civilians  of  approximately  204  existing  Series  1400  housing  units  would  not 
result  in  a change  in  use  or  intensity  from  previous  uses,  and; 

WHEREAS,  On  November  3,  1997,  the  Planning  Department  issued  a Categorical 
Exemption  under  Guidelines  sections  15301,  15303  and  15304(e)  and  a General  Rule 
Exclusion  under  Guidelines  section  1 5061  (b)(3)  for  the  interim  reuse  of  all  facilities  on 
Treasure  Island,  including  but  not  limited  to  housing  units,  on  the  basis  that  interim  uses  that 
are  consistent  with  the  intensity  and  use  of  said  facilities  as  documented  in  the  1995  Existing 
Conditions  Report  would  not  nor  could  not  have  a reasonable  probability  to  cause  or 
contribute  to  a significant  effect  on  the  environment;  and, 

WHEREAS,  Both  categorical  exemptions  are  attached  to  this  Resolution  as  Exhibit  B 
and  the  1995  Existing  Conditions  Report  is  on  file  with  the  Secretary  of  the  Authority;  Now, 
therefore,  be  it 

RESOLVED,  That  the  Authority  hereby  approves  and  authorizes  the  Executive  Director 
to  enter  into  on  behalf  of  the  Authority  the  TIHDI  Master  Housing  Lease;  and,  be  it 

FURTHER  RESOLVED,  That  the  Authority  authorizes  the  Executive  Director  to  enter 
into  modifications  to  the  TIHDI  Master  Housing  Lease  (including,  without  limitation,  the 
attachment  or  modification  of  exhibits)  that  are  in  the  best  interests  of  the  Authority  and  the 
City,  do  not  materially  change  the  terms  of  the  TIHDI  Master  Housing  Lease,  and  are 
necessary  and  advisable  to  effectuate  the  purpose  and  intent  of  this  resolution. 

CERTIFICATE  OF  SECRETARY 

I hereby  certify  that  I am  the  duly  elected  and  acting  Secretary  of  the  Treasure  Island 
Development  Authority,  a California  nonprofit  public  benefit  corporation,  and  that  the  above  Resolution 
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was  duly  adopted  and  approved  by  the  Board  of  Directors  of  the  Authority  at  a properly  noticed 
meeting  on  January  20,  199. 


John  Elberling,  Secretary 
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EXHIBIT  A 


TIHDI  Master  Housing  Lease 
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All  correspondence  in  connection  with 
this  contract  should  include  reference  to 


LEASE 

BETWEEN 

THE  UNITED  STATES  OF  AMERICA 
AND 

TREASURE  ISLAND  DEVELOPMENT  AUTHORITY 
FOR 

TREASURE  ISLAND  HOUSING 


NAVAL  STATION  TREASURE  ISLAND 


All  correspondence  in  connection  with 
this  contract  should  include  reference  to 


TABLE  OF  CONTENTS 


Paragraphs 

1 . Leased  Premises 

2.  Term 

3.  Consideration 

4.  Use  Of  Leased  Premises 

5.  Subletting 

6.  Joint  Inspection  and  Inventory  Report 

7.  Environmental  Baseline  Survey  and  Findings  of  Suitability  to  Lease 

8.  Alterations 

9.  Access  by  Government 

10.  Utilities  and  Services 

1 1 . Non-Interference  with  Government  Operations 

12.  Protection  and  Maintenance  Services 

13.  Environmental  Protection  Provisions 

14.  Termination 

15.  Environmental  Contamination 

16.  Non-Environmental  Indemnification  by  Lessee 

17.  Insurance 

18.  Labor  Provision 

19.  Submission  of  Notices 

20.  Audit 

2 1 . Amendments 

22.  Failure  to  Insist  on  Compliance 

23.  Disputes 

24.  Covenant  Against  Contingent  Fees 

25.  Officials  Not  to  Benefit 

26.  Liens 

27.  Taxes 

28.  Subject  to  Existing  and  Future  Easements  and  Rights-of-Way 

29.  Ingress-Egress  and  Parking 

30.  Administration 

31.  Surrender 

32.  Interest 

33.  Availability  of  Funds 

34.  Special  Provisions 

35.  List  of  Exhibits 


All  correspondence  in  connection  with 
this  contract  should  include  reference  to: 


LEASE 

BETWEEN 

THE  UNITED  STATES  OF  AMERICA 
AND 

TREASURE  ISLAND  DEVELOPMENT  AUTHORITY 


THIS  LEASE,  made  as  of  this day  of , 1998  is  by  and  between  THE 

UNITED  STATES  OF  AMERICA,  acting  by  and  through  the  Department  of  the  Navy,  herein 
called  “Government”,  and  TREASURE  ISLAND  DEVELOPMENT  AUTHORITY,  a non- 
profit public  benefit  corporation,  herein  called  “Lessee”: 

WITNESSETH: 

WHEREAS,  Government  has  declared  certain  real  and  personal  property,  as  more  particularly 
described  as  the  Leased  Premises  in  Paragraph  1 , surplus  at  the  Naval  Station  Treasure  Island, 
San  Francisco,  California,  (the  “Installation”),  and  Lessee  has  identified  an  immediate  need  to 
use  such  real  and  personal  property;  and 

WHEREAS,  the  Secretary  of  the  Navy,  pursuant  to  the  provisions  of  10  U.S.C.  § 2667  (f)(1), 
has  determined  that  this  Lease  will  facilitate  state  and  local  economic  adjustment  efforts  pending 
final  disposition  of  the  Leased  Premises;  and 

WHEREAS,  the  Secretary  of  the  Navy,  pursuant  to  10  U.S.C.  § 2667  (f)(2)  has  determined  that 
a public  interest  will  be  served  as  a result  of  this  Lease,  the  fair  market  value  of  the  Lease  is 
either  unobtainable  or  not  compatible  with  such  public  benefit,  and  consequently,  consideration 
for  this  Lease  will  be  at  less  than  fair  market  value;  and 

WHEREAS,  the  Secretary  of  the  Navy,  after  consultation  with  the  Environmental  Protection 
Agency  Administrator  has  determined  that  the  Leased  Premises  is  suitable  for  lease,  and  the  uses 
contemplated  for  the  Lease  are  consistent  with  protection  of  human  health  and  the  environment; 
and 

WHEREAS,  Lessee  is  recognized  by  the  Secretary  of  the  Defense,  through  the  Office  of 
Economic  Adjustment,  as  the  local  redevelopment  authority  with  the  responsibility  for  the 
redevelopment  of  the  Installation;  and 

WHEREAS,  Lessee  is  a municipal  corporation,  created  and  organized  under  the  laws  of  the 
State  of  California,  with  the  power  to  acquire,  lease  and  dispose  of  federal  military  installations, 
and  Lessee  desires  to  enter  into  this  Lease  to  further  reuse  efforts  at  the  Installation. 

NOW  THEREFORE,  in  consideration  of  the  terms,  covenants,  and  conditions  set  forth  in  this 
Lease,  Government  and  Lessee  hereby  agree  as  follows: 


1.  LEASED  PREMISES: 


Subject  to  the  terms  and  conditions  of  this  Lease,  Government  does  hereby  lease,  rent,  and 
demise  to  Lessee,  and  Lessee  does  hereby  hire  and  rent  from  Government,  86  housing  units 
(133,658  square  feet  of  building  space)  listed  below,  located  on  Treasure  Island,  all  comprising 
approximately  239,686  square  feet  of  land  (5.50  acres),  areas  as  shown  on  Exhibit  A,  attached 
hereto,  together  with  all  improvements  and  all  personal  property  described  in  Exhibit  B attached 
hereto,  and  all  rights  of  ingress  and  egress  to  such  real  property  (together,  the  “Leased 
Premises”). 

HOUSING 


BUILDING 

SOUARE 

NO.  OF 

BUILDING 

SOUARE 

NO.  OF 

NO. 

FOOT 

UNITS 

NO. 

FOOT 

UNITS 

77  UNITS: 
1403 

9,390 

6 

1435 

9,390 

6 

1405 

9,390 

6 

1440 

9,690 

6 

1406 

9,390 

6 

1441 

9,390 

6 

1409 

9,390 

6 

1442 

5,644 

4 

1419 

9,390 

6 

1443 

9,390 

6 

1432 

9,390 

6 

1445 

9,390 

6 

1433 

9,390 

6 

1447 

5,644 

4 

1434 
2.  TERM: 

9,390 

6 

TOTAL/ 

133,658 

86 

The  term  of  this  Lease  shall  be  for  a period  of  fifteen  (15)  years  beginning  on 

_and  ending  on , unless  sooner  terminated  in  accordance 

with  the  provisions  of  Paragraph  14,  Termination. 

3.  CONSIDERATION: 

3.1  As  consideration  for  this  Lease,  Lessee  agrees  to  (i)  actively  market  the  Installation 
and  attempt  to  sublease  those  portions  of  the  Leased  Premises  which  are  suitable  for  subleasing, 
(ii)  provide  protection  and  maintenance  to  the  extent  described  in  Paragraph  12  for  those  portions 
of  the  Leased  Premises  which  are  or  have  been  during  the  term  of  this  Lease  used  or  occupied  by 
Lessee  or  subleased  by  Lessee  to  another  and  (iii)  pay  Government  the  Common  Services  Charge 
described  in  Paragraphs  3.1.2  and  3.1.3  below. 


■2 


All  correspondence  in  connection  with 
this  contract  should  include  reference  to: 


3.1.1  As  additional  consideration,  subject  to  annual  appropriations  by  Lessee’s 
Board  of  Supervisor’s,  Lessee  shall  apply  any  Revenue  (as  defined  herein)  received  from 
subleasing  the  Premises  as  follows:  first,  to  reimburse  itself  for  marketing  and  property 
management  expenses  incurred  by  Lessee;  and  second,  for  expenses  incurred  by  Lessee  for 
improvements  to  the  Installation.  If  sufficient  funds  for  the  purposes  described  in  this  Section 

3.1.1  are  not  appropriated  for  any  reason  in  any  fiscal  year  of  Lessee  after  the  fiscal  year  in  which 
the  Term  of  this  Lease  commences,  then  Government  may  terminate  this  Lease,  without  liability, 
upon  thirty  (30)  calendar  days  written  notice. 

“Revenue”  as  referred  to  herein  means  rental  income  and  any  other  miscellaneous 
income  derived  from  the  subletting  of  the  Leased  Premises  less  (i)  sales  tax,  use  and  occupancy 
tax,  franchise  tax  and  any  other  taxes,  building  fees,  planning  fees  and  inspection  fees  related  to 
the  use  and  occupancy  of  the  Leased  Premises,  and  (ii)  Lessee’s  cost  of  operating,  maintaining, 
protecting  and  repairing  the  Leased  Premises  including,  without  limitation,  any  Common 
Services  Charges  paid  to  Government  pursuant  to  this  Section  3.1. 

3.1.2  Lessee  shall  be  responsible  for  paying  the  cost  of  services  incurred  by 
Government  and  provided  for  the  benefit  of  Lessee  and  Sublessees  as  described  and  in  the 
amount  set  forth  in  Paragraph  3.1.3  (the  “Common  Services  Charge”).  Lessee  shall  pay 
Government  the  Common  Services  Charge  on  the  first  day  of  each  month. 

3.1.3  The  Common  Services  Charge  will  be  calculated  as  follows: 

(1)  $0,050  per  square  foot  per  month  of  occupied  building  space  used  or  occupied  by 
Lessee;  or  if  subleased  by  Lessee  to  another,  $0,050  per  square  foot  per  month  of  building  space 
used  or  occupied  by  residential  tenants  of  any  Sublessee; 

(2)  $0,003  per  square  foot  per  month  of  land  area  used  or  occupied  by  Lessee  or 
subleased  by  Lessee  to  another. 

The  Common  Services  Charge  may  be  revised  by  Government  and  Lessee  on  an  annual 
basis,  or  at  other  times  only  upon  mutual  agreement  of  Government  and  Lessee  or  as  required  by 
Section  3.1.4  below. 

“Common  Services”  for  the  purpose  of  the  Common  Services  Charge  shall  include,  but 
are  not  limited  to:  fire  fighting;  general  perimeter  security  (this  does  not  include  security  of  those 
portions  of  Leased  Premises  which  are  (1)  used  or  occupied  by  Lessee,  (2)  subleased  by  Lessee 
to  another);  causeway  operations,  maintenance  and  repair;  maintenance  and  repair  of  roads, 
streets,  sidewalks,  curbs  and  gutters;  operation,  maintenance  and  repair  of  street  lighting,  street 
signals  and  signage;  operation,  maintenance  and  repair  of  storm  sewer;  pest  control,  and  general 
administration  of  these  services.  Nothing  in  this  Lease  commits  Government  to  continue  to 
provide  Common  Services  referenced  herein. 
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3.1.4  If  and  to  the  extent  Government  reduces,  modifies  or  ceases  to  provide  all 
or  portion  of  the  Common  Services  described  herein  or  to  the  extent  Lessee  assumes  the 
responsibility  for  such  Common  Services  pursuant  to  a cooperative  agreement  or  other 
agreement  with  Government,  the  Common  Services  Charge  shall  be  proportionately  reduced,  to 
an  amount  mutually  agreed  upon  by  Government  and  Lessee,  so  that  at  all  times  during  the  term 
of  this  Lease  the  amount  of  the  Common  Services  Charge  shall  accurately  and  in  substantially 
the  same  proportion  as  provided  herein  reflect  the  costs  of  Government  in  providing  such 
Common  Services. 

3.1.5  If  the  Government  expects  to  incur  any  unanticipated  costs  which  are 
specifically  attributable  to  an  action  or  inaction  of  the  Lessee,  its  Sublessees,  or  assigns,  the 
Lessee  and  the  Government  shall  meet  and  confer  on  ways  to  avoid  or  mitigate  such  costs  and,  if 
the  costs  can  not  be  entirely  avoided,  the  Lessee  and  Government  shall  mutually  determine  the 
amount  that  Lessee  shall  pay  from  revenue  in  addition  to  the  Common  Services  Charge  to  defray 
those  costs  that  cannot  be  avoided  or  mitigated.  If  the  Lessee  and  Government  are  unable  to 
reach  agreement  on  a way  to  avoid  or  mitigate  the  unanticipated  costs  or  the  amount  of 
compensation  that  the  Lessee  shall  pay  to  the  Government  to  defray  such  costs,  their  dispute 
shall  be  resolved  in  accordance  with  the  provisions  of  Paragraph  23  of  this  Lease. 

3.2  Consistent  with  standard  accounting  practices  for  tax  purposes,  Lessee  shall  keep 
adequate  records  and  books  of  account  showing  the  actual  cost  to  it  of  all  items  of  labor, 
material,  equipment,  supplies,  services  and  other  items  of  cost  incurred  by  it  directly  in  the 
performance  of  any  item  of  work  or  service  in  the  nature  of  marketing  and  management;  the 
repair,  restoration,  protection  and  maintenance  of  Leased  Premises  which  is  required  by 
Paragraph  12;  or  otherwise  approved  or  directed  by  Government.  Lessee  shall  provide 
Government  with  access  to  such  records  and  books  of  account  and  proper  facilities  for  inspection 
thereof  at  all  reasonable  times. 

4.  USE  OF  LEASED  PREMISES: 

4.1  The  Leased  Premises  may  be  used  and  operated  by  Lessee  for  residential  purposes. 
Lessee  understands  and  acknowledges  that  this  is  not  and  does  not  constitute  a commitment  by 
Government  with  regard  to  the  ultimate  disposal  of  Leased  Premises,  in  whole  or  in  part,  to 
Lessee  or  any  agency  or  instrumentality  thereof,  or  to  any  Sublessee.  The  Lease  may  be 
terminated  by  Government  or  Lessee  as  provided  by  the  terms  of  the  Lease  pursuant  to  Paragraph 
14,  and  Lessee  and  Government  agree  to  and  acknowledge  such  terms. 

4.2  Lessee  shall  not  undertake  any  activity  that  may  affect  an  identified  historic  or 
archeological  property,  including  excavation,  construction,  alteration  or  repairs  of  Leased 
Premises,  without  the  approval  of  Government.  Buried  cultural  materials  may  be  present  on  the 
Leased  Premises.  If  such  materials  are  encountered,  Lessee  shall  stop  work  immediately  and 
notify  Government. 
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5.  SUBLETTING: 


5. 1  Lessee  is  authorized  to  sublease  property  included  in  this  lease  without  obtaining 
Navy  approval  of  the  sublease,  provided  the  sublease  incorporates  the  terms  of  this  lease  (except 
for  rental  terms  which  may  be  different  in  amount  or  expressed  differently)  and  does  not  include 
any  provisions  that  are  inconsistent  with  this  lease.  A copy  of  the  sublease  must  be  provided  to 
the  Navy  Local  Representative. 

5.1.1  In  the  event  that  the  terms  and  conditions  of  the  proposed  sublease  do  not 
comply  with  or  do  not  incorporate  the  terms  of  this  Lease,  then  prior  Government  approval  is 
required.  Any  proposed  sublease  which  involves  the  use  of  hazardous  or  toxic  materials, 
including  those  of  an  explosive,  flammable,  or  pyrotechnic  nature,  as  provided  in  10  U.S.C. 
2692,  shall  require  prior  Government  approval.  Such  consent  shall  not  be  unreasonably  withheld 
or  delayed. 


5.1.2  Each  sublease  shall  contain  the  environmental  protection  provisions  set 
forth  in  Paragraph  1 3 herein.  Under  no  circumstances  shall  Lessee  assign  this  Lease. 

5.1.3  Rental  agreements  for  occupancy  of  individual  units  by  residential  tenants 
do  not  require  the  consent  of  the  Government  and  are  not  required  to  attach  or  incorporate  by 
reference  any  provisions  of  this  Lease,  and  copies  thereof  need  not  be  provided  to  the 
Government,  the  EPA  or  applicable  state  equivalent. 

5.2  Any  sublease  granted  by  Lessee  shall  contain  a copy  of  this  Lease  as  an  attachment 
and  be  subject  to  all  terms  and  conditions  of  this  Lease  and  shall  terminate  immediately  upon  the 
expiration  or  any  earlier  termination  of  this  Lease,  without  any  liability  on  the  part  of 
Government  to  Lessee  or  any  Sublessee.  Under  any  sublease  made,  with  or  without  consent,  the 
Sublessee  shall  be  deemed  to  have  assumed  all  of  the  obligations  of  Lessee  under  this  Lease, 
except  that  the  Sublessee  shall  not  be  required  to  assume  any  obligation  of  Lessee  which  is  not 
set  forth  in  a sublease  approved  by  the  Government  under  Section  5.1.1  above.  No  sublease  shall 
relieve  Lessee  of  any  of  its  obligations  hereunder. 

5.3  Upon  its  execution,  a copy  of  the  sublease  shall  immediately  be  furnished  to  the 
Navy  Local  Representative.  Should  a conflict  arise  between  the  provisions  of  this  Lease  and  a 
provision  of  the  sublease,  the  provisions  of  this  Lease  shall  take  precedence.  Any  sublease  shall 
not  be  taken  or  construed  to  diminish  or  enlarge  any  of  the  rights  or  obligations  of  either  of  the 
parties  under  this  Lease. 

5.4  The  Government  shall  give  the  Sublessee  the  same  ability  to  cure  any  default  as  has 
been  provided  to  the  Lessee  and  will  accept  such  cure  from  the  Sublessee  within  the  same  period 
of  time  as  is  permitted  the  Lessee. 
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6.  JOINT  INSPECTION  & INVENTORY  REPORT: 

6.1  Joint  Inspection.  Representatives  of  the  Lessee  and  Government  shall  conduct  a joint 
inspection  of  all  portions  of  the  Leased  Premises  to  be  (1)  beneficially  used  or  occupied  by  the 
Lessee;  (2)  assigned  by  the  Lessee  to  another;  or  (3)  subleased  by  Lessee  to  another  for  any 
purpose.  Such  inspections  shall  be  completed  before  any  such  use  begins  and  may  include  a 
representative  of  the  Sublessee  if  appropriate.  Based  on  the  joint  inspection,  a complete 
inventory  of  Government  property  located  on  the  Leased  Premises  and  a report  of  the  condition 
of  the  Leased  Premises,  including  the  condition  of  improvements,  appurtenances  and  personal 
property  thereon,  has  been  prepared  and  is  attached  to  this  Lease  as  Exhibit  C. 

6.2  No  Warranty  by  Government.  All  facilities  and  property  delivered  to  the  Lessee  shall 
be  delivered  "as  is,  where  is,"  and,  as  such,  the  Government  makes  no  warranty  as  to  such 
facilities  and  property  either  as  to  their  usability  generally  or  as  to  their  fitness  for  any  particular 
purpose.  As  provided  in  Section  12  of  this  Lease,  Lessee  shall,  at  no  expense  to  Government, 
maintain  those  portions  of  the  Leased  Premises  which  Lessee  uses  or  subleases,  and  will  from 
time  to  time  make  or  cause  to  be  made  all  necessary  and  proper  repairs,  replacements,  and 
renewals  which  shall  thereupon  become  part  of  the  Leased  Premises.  During  the  term  of  this 
Lease,  Government  shall  have  no  responsibility,  financial  or  otherwise,  except  as  otherwise 
described  herein  with  respect  to  protection  and  maintenance  of  the  Leased  Premises. 

6.3  In  accordance  with  32  CFR  §91 .7(h),  governing  the  disposition  of  personal  property  at 
closing  military  bases.  Personal  Property  shall  be  identified  throughout  the  Installation  for  use  in 
connection  with  redevelopment  of  the  Installation.  At  no  expense  to  Government,  and  only  with 
Government  approval.  Personal  Property  may  be  relocated  from  other  buildings  to  the  Leased 
Premises  in  order  to  facilitate  redevelopment,  including  exclusive  use  thereof  by  the  Sublessee 
during  the  Term  of  this  Lease.  Each  inventory,  upon  completion,  shall  be  identified  by  building  or 
facility  number,  and  signed  and  dated  by  both  parties  to  this  Lease  and  attached  to  this  Lease  as  part 
of  the  Joint  Inspection  Report  attached  hereto  as  Exhibit  C. 

7.  ENVIRONMENTAL  BASELINE  SURVEY  AND  FINDINGS  OF  SUITABILITY 
TO  LEASE: 


An  Environmental  Baseline  Survey  for  Lease  (EBSL)  and  a Finding  of  Suitability  to  Lease 
(FOSL)  are  attached  to  this  Lease  as  Exhibit  D and  made  part  of  this  Lease.  The  EBSL  sets  forth 
the  existing  environmental  conditions  of  the  Leased  Premises  as  represented  by  the  baseline 
survey  which  has  been  conducted  by  Government.  The  FOSL  sets  forth  the  basis  for  the 
Government’s  determination  that  Leased  Premises  are  suitable  for  leasing.  Lessee  is  hereby 
made  aware  of  the  information  contained  in  the  FOSL  attached  hereto  as  Exhibit  D and  shall 
comply  with  applicable  restrictions  set  forth  therein. 
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8 ALTERATIONS: 


8. 1 Lessee  shall  not  construct,  make  or  permit  its  Sublessees  to  construct  or  make  any 
substantial  alterations,  additions,  excavations,  improvements  to,  installations  upon  or  otherwise 
modify  or  alter  the  Leased  Premises  in  any  way,  including  those  which  may  adversely  affect  the 
remediation  of  hazardous  materials  on  the  Installation  (together,  “Alterations”)  without  the  prior 
written  consent  of  Government.  Such  consent  may  not  be  unreasonably  withheld  or  delayed. 

8.2  Upon  termination  of  this  Lease,  as  directed  by  Government,  Lessee  shall,  at  the 
option  of  the  Government  either: 

8.2.1  Promptly  remove  all  alterations,  additions,  betterments  and  improvements 
made  or  installed  and  restore  the  Leased  Premises  to  the  same  or  as  good  condition  as  existed  on 
the  date  of  entry  under  this  Lease,  reasonable  wear  and  tear  and  acts  of  God  excepted;  or 

8.2.2  Abandon  such  additions  or  alterations  in  place,  at  which  time  title  to  such 
alterations,  improvements  and  additions  shall  vest  in  Government. 

8.2.3  In  either  event  all  personal  property  and  trade  fixtures  of  Lessee  or  any 
third  person  may  be  removed  from  the  Leased  Premises  and  Lessee  shall  repair  any  damage  to 
the  Leased  Premises  resulting  from  such  removal. 

9.  ACCESS  BY  GOVERNMENT: 

In  addition  to  access  required  under  Paragraph  13,  at  all  reasonable  times  throughout  the  term  of 
this  Lease,  Government  shall  be  allowed  reasonable  access  to  the  Leased  Premises  for  any 
purpose.  Government  will  give  Lessee  or  any  Sublessee  at  least  twenty-four  (24)  hour  prior 
notice  of  its  intention  to  enter  the  Leased  Premises,  unless  it  determines  the  entry  is  immediately 
required  for  safety,  environmental,  operations  or  security  purposes.  Lessee  shall  have  no  claim 
on  account  of  any  entries  against  Government  or  any  officer,  agent,  employee,  contractor  or 
subcontractor  of  Government.  All  keys  to  the  buildings  and  facilities  occupied  by  Lessee  or  any 
Sublessee  shall  be  made  available  to  Government  upon  request.  The  Government  agrees  to  not 
unreasonably  disturb  tenants  of  Sublessee  in  possession  of  portions  of  the  Leased  Premises  in  the 
Government’s  exercise  of  its  right  of  access  to  the  Leased  Premises  under  the  Lease. 


10  UTILITIES  AND  SERVICES: 

Procurement  of  utilities  (i.e.,  electricity,  water,  gas,  sewer,  telephone  and  trash  removal)  will  be 
the  responsibility  of  Lessee.  Lessee  agrees  to  obtain  needed  utility  services  from  any  private  or 
municipal  supplier  who  should,  during  the  term  of  Lease,  become  able  to  deliver  such  services  to 
Leased  Premises.  In  the  event  that  Government  shall  furnish  Lessee  with  any  utilities  or  services 
maintained  by  Government  which  Lessee  may  require  in  connection  with  its  use  of  Leased 
Premises,  Lessee  shall  pay  Government  the  cost  incurred  in  providing  such  utilities  or  services  in 
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the  amounts  set  forth  in  Exhibit  E attached  hereto,  which  rates  shall  be  determined  by 
Government  and  Lessee  in  accordance  with  applicable  laws  and  regulations.  In  the  event  that 
Government  provided  utility  services  shall  be  made  available  to  Lessee,  Lessee,  at  no  cost  to 
Government,  shall  install  metering  devices  for  utilities  serving  the  Leased  Premises  prior  to 
delivery  of  utility  services  by  the  Government.  The  volume  of  Government  provided  utilities 
used  by  Lessee  shall  be  determined  by  such  metering  devices.  It  is  expressly  agreed  and 
understood  that  Government  in  no  way  warrants  the  continued  availability,  maintenance  or 
adequacy  of  any  utilities  or  services  furnished  to  Lessee. 

11.  NON-INTERFERENCE  WITH  GOVERNMENT  OPERATIONS: 

Lessee  shall  not  conduct  operations  nor  make  any  alterations  that  would  interfere  with  or 
otherwise  restrict  operations,  environmental  clean-up  or  restoration  actions  by  Navy, 
Environmental  Protection  Agency  (EPA),  applicable  state  equivalent,  or  their  contractors. 
Environmental  clean-up,  restoration  or  testing  activities  by  these  parties  shall  take  priority  over 
Lessee’s  use  of  Leased  Premises  in  the  event  of  any  conflict.  However,  Government  and  Lessee 
agree  to  coordinate  to  minimize  potential  conflicts  between  necessary  remediation  of 
environmental  contamination,  including  investigation  and  remedial  actions,  and  Lessee’s  and  any 
Sublessee’s  use  of  Leased  Premises. 

12  PROTECTION  AND  MAINTENANCE  SERVICES: 


12.1  Except  as  otherwise  specifically  provided  herein,  Lessee  shall  furnish  or  cause  to  be 
furnished  all  labor,  supervision,  materials,  supplies  and  equipment  necessary  to  the  operation, 
maintenance  and  repair  of  the  following  building  systems  and  appurtenances  located  in  or  on  the 
Leased  Premises:  structural  (including  roof),  fencing,  plumbing,  electrical,  heating  and  cooling 
systems;  exterior  utility  systems  (including  fire  hydrants  and  mains);  pavement  and  grounds 
maintenance  (including  grass  cutting,  shrub  trimming  and  tree  removal);  pest  and  weed  control; 
security  and  fire  protection  within  Leased  Premises;  refuse  collection,  removal  and  disposal;  and 
utilities  maintenance  necessary  for  the  protection  of  Leased  Premises.  Government  shall  not  be 
required  to  furnish  any  services  or  facilities  to  Lessee  or  to  make  any  repair  or  alteration  in  or  to 
Leased  Premises.  Lessee  hereby  assumes  the  full  and  sole  responsibility  for  the  protection, 
maintenance  and  repair  of  Leased  Premises  set  forth  in  this  paragraph.  For  specifics  as  to  such 
protection  and  maintenance  required  to  be  provided  by  Lessee  hereunder,  the  following 
provisions  shall  apply: 

12.1.1  The  degree  of  maintenance  and  repair  services  to  be  furnished  by  Lessee 
hereunder  shall  be  that  which  is  sufficient  to  assure  weather  tightness,  structural  stability 
(excluding  any  seismic  retrofit  and/or  modification  to  foundations  resulting  from  extraordinary 
natural  occurrences  such  as  earthquakes,  floods  and  landslides),  protection  from  fire  hazards  or 
erosion,  and  elimination  of  safety  and  health  hazards  which  arise  during  the  term  of  the  Lease 
and  which  are  not  caused  by  the  actions  of  Government  or  its  employees,  contractors  or  agents, 
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so  that  the  Leased  Premises  being  serviced  will  remain  in  the  condition  in  which  they  existed  at 
the  commencement  of  the  Lease  as  documented  in  the  Joint  Inspection  and  Inventory  Report 
prepared  pursuant  to  Paragraph  6,  ordinary  wear  and  tear  and  acts  of  God  excepted.  Prior  to  use 
and  occupancy,  Lessee  shall  correct  the  safety  and  health  hazards  described  on  Exhibit  F. 

12.2  During  term  of  this  Lease,  debris,  trash  and  other  useless  materials  placed  on  the 
Leased  Premises  during  the  term  of  this  Lease  shall  be  promptly  removed  from  the  Leased 
Premises.  Upon  termination  or  expiration  of  this  Lease,  the  Leased  Premises  shall  be  left 
without  containers,  Lessee’s  equipment,  and  other  undesirable  materials  placed  on  the  Leased 
Premises  during  the  term  of  this  Lease  (except  by  Government)  and  in  as  clean  condition  as 
received  by  Lessee. 

12.3  Lessee  shall  provide  or  cause  to  be  provided  all  security  services  necessary  to  assure 
security  and  safety  within  the  Leased  Premises.  Any  crimes  or  other  offenses,  including  traffic 
offenses  and  crimes  and  offenses  involving  damage  to  or  theft  of  Government  property,  shall  be 
reported  to  the  appropriate  authorities  for  their  investigation  and  disposition  and  to  Government 
as  property  owner. 

12.4  Lessee  shall  take  or  cause  to  be  taken,  all  reasonable  and  necessary  fire  protection 
precautions  at  the  Leased  Premises.  Such  precautions  may  include,  but  are  not  limited  to,  the 
maintenance  of  any  sprinkler  system  that  exists  on  the  effective  date  of  this  Lease  and/or  the 
provision  of  portable  fire  extinguishers  for  fire  protection  of  Leased  Premises. 

12.5  Lessee  is  responsible  for  the  repair  and  maintenance  of  all  interior  utility  systems 
and  those  exterior  utility  systems,  distribution  lines,  connections  and  equipment  which  solely 
support  the  Leased  Premises.  This  responsibility  extends  from  the  Leased  Premises  to  the  point 
of  connection  with  the  utility  system  which  serves  users  other  than  Lessee. 

12.6  Lessee  shall  ensure  only  trained  and  qualified  persons  are  utilized  in  performance  of 
the  maintenance  and  protection  services  specified  in  this  paragraph. 

13  ENVIRONMENTAL  PROTECTION  PROVISIONS: 


13.1  Lessee,  Sublessees  and  contractors  shall  comply  with  all  applicable  Federal,  state 
and  local  laws,  regulations  and  standards  that  are  or  may  become  applicable  during  the  term  of 
this  Lease  to  Lessee’s  activities  on  the  Leased  Premises. 

13.2  Lessee  or  any  Sublessee  shall  be  solely  responsible  for  obtaining,  at  no  cost  to 
Government,  any  environmental  permits  required  for  its  operations  under  the  Lease,  independent 
of  any  existing  permits  held  by  the  Government.  Nothing  in  this  Lease  shall  require  Lessee  to 
become  a secondary  discharger  or  co-permittee  on  any  existing  environmental  permit  held  by 
Government  relating  to  the  operation  of  the  Installation,  including,  without  limitation,  any 
environmental  permits  associated  with  the  operation  of  the  Installation’s  sewage  treatment  plant. 
Any  and  all  environmental  permits  required  for  any  of  Lessee’s  or  Sublessees’  operations  or 
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activities  will  be  subject  to  prior  concurrence  of  the  Commanding  Officer,  Engineering  Field 
Activity  West,  Naval  Facilities  Engineering  Command.  Lessee  acknowledges  that  the 
Government  will  not  consent  to  being  named  a secondary  discharger  or  co-permittee  for  any 
operations  or  activities  of  the  Lessee  or  any  Sublessee  under  the  Lease.  In  the  event  the 
Government  is  named  as  a secondary  discharger  or  co-permittee  for  any  activity  or  operation  of 
the  Lessee  or  any  Sublessee,  Government  shall  have  the  right  to  take  reasonable  actions 
necessary  to  prevent,  suspend,  or  terminate  such  activity  or  operation,  including  terminating  this 
Lease,  without  liability  or  penalty. 

13.3  Government’s  rights  under  this  Lease  specifically  include  the  right  for  Government 
officials  to  inspect  upon  reasonable  notice  the  Leased  Premises  for  compliance  with 
environmental,  safety  and  occupational  health  laws  and  regulations,  whether  or  not  Government 
is  responsible  for  enforcing  them.  Such  inspections  are  without  prejudice  to  the  right  of  duly 
constituted  enforcement  officials  to  make  such  inspections.  Government  will  give  Lessee  or 
Sublessee  twenty-four  (24)  hours  prior  notice  of  its  intention  to  enter  Leased  Premises  unless  it 
determines  the  entry  is  immediately  required  for  safety,  environmental,  operations  or  security 
purposes.  Lessee  shall  have  no  claim  on  account  of  any  entries  against  the  United  States  or  any 
officer,  agent,  employee,  contractor  or  subcontractor  thereof. 

13.4  Government  and  its  officers,  agents,  employees,  contractors  and  subcontractors 
have  the  right,  upon  reasonable  notice  to  Lessee  and  any  Sublessee,  to  enter  upon  the  Leased 
Premises  for  the  purposes  enumerated  in  this  subparagraph: 

13.4.1  to  conduct  investigations  and  surveys,  including,  where  necessary, 
drilling,  soil  and  water  sampling,  testpitting,  testing  soil  borings  and  other  activities  related  to  the 
Installation  Restoration  Program  (IRP); 

13.4.2  to  inspect  field  activities  of  Government  and  its  contractors  and 
subcontractors  in  implementing  the  IRP; 

13.4.3  to  conduct  any  test  or  survey  related  to  implementation  of  the  IRP  or 
environmental  conditions  at  Leased  Premises  or  verify  any  data  submitted  to  EPA  or  applicable 
state  equivalent  by  Government  relating  to  such  conditions; 

13.4.4  to  construct,  operate,  maintain  or  undertake  any  other  response  or  remedial 
action  as  required  or  necessary  under  the  IRP,  including  but  not  limited  to  monitoring  wells, 
pumping  wells  and  treatment  facilities. 

13.5  Lessee  agrees  to  comply  with  the  provisions  of  any  health  or  safety  plan  in  effect 
under  the  IRP  during  the  course  of  any  of  the  above  described  response  or  remedial  actions.  Any 
inspection,  survey,  investigation  or  other  response  or  remedial  action  will,  to  the  extent 
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practicable,  be  coordinated  with  representatives  designated  by  Lessee  and  any  Sublessee.  Lessee 
and  Sublessee  shall  have  no  claim  on  account  of  such  entries  against  the  United  States  or  any 
officer,  agent,  employee,  contractor  or  subcontractor  thereof.  In  addition.  Lessee  shall  comply 
with  all  applicable  Federal,  state  and  local  occupational  safety  and  health  regulations. 

13.6  Lessee  further  agrees  that  if  the  Leased  Premises  are  subject  to  ongoing 
environmental  remediation  by  Government,  during  such  period.  Lessee  shall  provide  to  EPA  and 
applicable  state  equivalent  by  certified  mail  a copy  of  any  sublease  of  the  Leased  Premises 
within  fourteen  (14)  calendar  days  after  the  effective  date  of  such  sublease.  Lessee  may  delete 
the  financial  terms  and  any  other  proprietary  information  from  the  copy  of  any  agreement  of 
assignment  or  sublease  furnished  pursuant  to  this  condition. 

13.7  Lessee  shall  strictly  comply  with  the  hazardous  waste  permit  requirements  under  the 
Resource  Conservation  and  Recovery  Act  or  its  applicable  state  equivalent.  Except  as 
specifically  authorized  by  Government  in  writing.  Lessee  must  provide  at  its  own  expense  such 
hazardous  waste  management  facilities  as  required  by  its  use  of  the  Leased  Premises,  complying 
with  all  laws  and  regulations.  Government  hazardous  waste  management  facilities  will  not  be 
available  to  Lessee.  Any  violation  of  the  requirements  of  this  condition  shall  be  deemed  a 
material  breach  of  this  Lease. 

13.8  DOD  component  accumulation  points  for  hazardous  and  other  waste  will  not  be 
used  by  Lessee  or  any  Sublessee.  Neither  will  Lessee  or  Sublessee  permit  its  hazardous  wastes 
to  be  commingled  with  hazardous  waste  of  DOD  Component. 

13.9  Before  beginning  operations  on  the  Leased  Premises,  Lessee  shall  have  a 
Government-approved  plan  for  responding  to  hazardous  waste,  fuel  and  other  chemical  spills. 
Such  plan  shall  be  independent  of  the  Installation  plan  and,  except  for  initial  fire  response  and/or 
spill  containment,  shall  not  rely  on  the  use  of  Installation  personnel  or  equipment.  Should 
Government  provide  to  the  Leased  Premises  any  personnel  or  equipment  whether  for  initial  fire 
response  and/or  spill  containment,  or  otherwise  on  request  of  Lessee,  or  because  Lessee  was  not, 
in  the  reasonable  opinion  of  Government,  conducting  timely  cleanup  actions,  Lessee  agrees  to 
reimburse  Government  for  its  reasonable  and  actual  costs  in  association  with  such  response  or 
cleanup  upon  receipt  of  an  invoice  for  such  costs. 

13.10  Lessee  shall  not  conduct  or  permit  its  Sublessees  to  conduct  any  subsurface 
excavation,  digging,  drilling  or  other  disturbance  of  the  surface  without  the  prior  written 
approval  of  Government,  which  consent  shall  not  be  unreasonably  withheld  or  delayed;  provided 
however,  that  such  prior  written  approval  shall  not  be  required  for  activities  consistent  with 
residential  use  of  the  Leased  Premises,  including  without  limitation,  routine  landscaping, 
gardening,  and  the  like. 
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13.1 1 To  the  extent  required  by  law  and  regulation.  Government  shall  abate,  remove  or 
otherwise  remedy  all  friable,  accessible  and  damaged  asbestos  containing  material  (ACM),  lead 
based  paint  (LBP)  and  polychlorinated  biphenyls  (PCBs)  from  Leased  Premises.  The  presence 
of  known  ACM,  LBP  or  PCBs  shall  be  fully  identified  in  an  Environmental  Baseline  Survey 
(EBS)  and/or  Supplemental  Environmental  Baseline  Survey  (SEBS),  attached  as  an  Exhibit. 

13.11.1  Except  as  provided  in  Paragraph  1 3. 1 1 .2,  and  except  to  the  extent 
required  by  law  and  regulation.  Government  is  not  responsible  for  any  removal  or  containment  of 
asbestos  containing  materials  (ACM).  If  Lessee  intends  to  make  any  improvements  or  repairs 
that  require  the  removal  of  asbestos,  an  appropriate  asbestos  disposal  plan  must  be  incorporated 
into  the  plans  and  specifications  and  submitted  to  Government.  The  asbestos  disposal  plan  will 
identify  the  proposed  disposal  site  for  the  asbestos,  or  in  the  event  the  site  has  not  been 
identified,  will  provide  for  disposal  at  a licensed  facility  authorized  to  receive  it. 

1 3. 1 1 .2  Without  limiting  or  derogating  from  the  Government’s  responsibility  set 
forth  in  Section  13.1 1 above,  Government  shall  be  responsible  for  the  removal  or  containment  of 
the  ACM  identified  as  requiring  abatement  shown  on  Exhibit  G attached  hereto  as  damaged  or 
deteriorated  ACM.  Government  agrees  to  abate  these  listed  items  of  damaged  or  deteriorated 
ACM.  Government  may  choose  the  most  economical  means  of  abating  any  damaged  or 
deteriorated  ACM,  which  may  include  removal,  repair  or  containment  (encapsulation),  or  a 
combination  of  removal,  repair  and  containment.  The  forgoing  obligation  of  Government  does 
not  apply  to  any  ACM  other  than  that  identified  in  Exhibit  G and  ACMs  for  which  the 
Government  has  obligations  under  Section  13.11  above.  Notwithstanding  Paragraph  13.11.1 
above,  in  an  emergency,  Lessee  will  notify  Government  as  soon  as  practicable  of  its  emergency 
ACM  responses.  Lessee  shall  be  responsible  for  monitoring  the  condition  of  existing  ACM  on 
Leased  Premises  for  deterioration  or  damaged  and  accomplishing  repairs  or  abatement  pursuant 
to  the  applicable  conditions  of  this  Lease. 

13.12  Subject  to  the  Government’s  indemnity  in  Section  13.13,  Lessee  shall  indemnify 
and  hold  harmless  Government  from  any  costs,  expenses,  liabilities,  fines  or  penalties  resulting 
from  discharges,  emissions,  spills,  storage  or  disposal  arising  from  Lessee’s  occupancy,  use  or 
operations,  or  any  other  action  by  Lessee  or  any  Sublessee  during  the  term  of  this  Lease  giving 
rise  to  Government  liability  under  Federal,  state  or  local  environmental  laws.  Lessee’s 
obligations  hereunder  shall  apply  whenever  Government  incurs  costs  or  liabilities  as  a result  of 
Lessee’s  activities  or  activities  of  any  Sublessee  as  provided  hereunder.  However,  this  indemnity 
does  not  extend  to  those  damages  which  are  due  to  the  fault  or  negligence  of  Government  or  its 
contractors,  to  any  suit,  claim,  demand  or  action,  liability,  judgment,  cost  or  other  fee  for  which 
the  Government  has  agreed  to  provide  indemnification  pursuant  to  Section  13.13.  This  provision 
shall  survive  the  expiration  or  termination  of  this  Lease. 

13.13  Pursuant  to  Section  330  of  P.L.  102-484,  as  amended,  and  subject  to  the  provisions 
of  this  Section  13.13  of  the  Lease,  Government  shall  hold  harmless,  defend  and  indemnify,  in 
full,  the  Treasure  Island  Development  Authority,  any  other  person  or  entity  that  acquires 
ownership  or  control  from  the  Government;  or  any  successor,  assignee,  transferee,  lender,  or 
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Lessee  of  the  Leased  Premises  including  but  not  limited  to  the  John  Stewart  Company, 

Sublessee  of  the  Lessor  (the  “Sublessee”)  (collectively  and  individually  “Indemnitee(s)”),  from 
and  against  any  suit,  claim,  demand,  action,  liability,  judgment,  cost  or  fee,  arising  out  of  any 
claim  for  personal  injury  or  property  damage  (including  death,  illness,  loss  of  or  damage  to 
property  or  economic  loss)  that  results  from,  or  is  in  any  manner  predicated  upon,  the  release  or 
threatened  release  of  any  hazardous  substance,  pollutant,  contaminant,  petroleum  or  petroleum 
derivative  from  or  on  the  Leased  Premises,  as  a result  of  Department  of  Defense  activities  at  the 
Leased  Premises. 

13.13.1  In  any  case  in  which  Government  determines  that  it  may  be  required  to 
indemnify  an  Indemnitee(s)  for  any  suit,  claim,  demand,  action,  liability,  judgment,  cost  or  other 
fee  arising  out  of  any  claim  for  personal  injury  or  property  damage,  Government  may  settle  or 
defend  on  behalf  of  that  Indemnitee(s),  the  claim  for  personal  injury  or  property  damage. 

1 3. 1 3.2  If  any  Indemnitee(s)  does  not  allow  Government  to  settle  or  defend  the 
claim,  such  Indemnitee(s)  will  not  be  afforded  indemnification  with  respect  to  that  claim. 

1 3. 1 3.3  Government  will  not  indemnify  the  Indemnitee(s)  unless  such 

Indemnitee(s): 


13.13.3.1  Notifies  Government  in  writing  within  90  days  after  such  an 
indemnification  claim  accrues.  If  Indemnitee(s)  is  served  with  a complaint  or  written  notice  of  a 
claim  by  Federal,  State  or  local  regulators,  Indemnitee(s)  will  provide  Government  with  a copy 
of  such  document  no  later  than  1 5 days  following  service  of  the  complaint.  A claim  for 
indemnification  accrues  when  the  Indemnitee(s)  receives  written  notice  of  any  suit,  claim, 
demand,  action,  liability,  judgment,  cost  or  other  fee,  which  relates  to  personal  injury  or  property 
damage,  that  the  Indemnitee(s)  knows  or  may  be  deemed  reasonably  to  have  known,  may  have 
been  caused  or  contributed  to  by  Department  of  Defense  activities.  Indemnitee(s)  right  to 
indemnification  shall  not  expire  due  to  late  notice  unless  Government’s  ability  to  defend  or  to 
settle  is  materially  and  adversely  affected; 

13.13.3.2  Furnishes  Government  copies  of  pertinent  papers  the 
Indemnitee(s)  receives;  and 

13.13.3.3  Furnishes,  to  the  extent  it  is  in  the  possession  or  control  of 
Indemnitee(s),  evidence  or  proof  of  any  claim,  loss,  or  damage  covered  by  Section  13.13;  and 

1 3.13.3.4  Provides,  upon  request  of  Government,  reasonable  access  to  the 
records  and  personnel  of  the  Indemnitee(s)  for  purposes  of  defending  or  settling  the  claim  or 
claims. 
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13.13.4  Government  will  not  indemnify  an  Indemnitee(s)  to  the  extent  such 
Indemnitee(s)  caused  or  contributed  to  any  release  or  threatened  release  of  any  hazardous 
substance,  pollutant,  contaminant,  petroleum  or  petroleum  derivative  from  or  on  the  Leased 
Premises.  Government  is  entitled  to  contribution  from  Indemnitee(s)  to  the  extent  Government 
shows  that  such  Indemnitee(s)  caused  or  contributed  to  any  release.  However,  the  availability  of 
contribution  shall  not  affect  the  requirement  of  Government  to  defend  an  Indemnitee(s),  unless 
such  Indemnitee(s)  is  solely  responsible  for  the  release  or  threatened  release  giving  rise  to  the 
claim  for  the  indemnity,  in  which  case  the  Government’s  duty  to  defend  will  not  exist  as  to  that 
claim. 


13.14  Pursuant  to  Section  42  USC  Section  9620(h)(3)  of  the  Comprehensive 
Environmental  Response,  Compensation  and  Liability  Act  (CERCLA),  as  amended,  and  the 
CERCLA  lead  agent  authority  of  the  Department  of  Defense  created  by  42  USC  Section  9604 
and  Section  9615  of  CERCLA,  Section  2.d.  of  Executive  Order  12580  (52  FR  2923;  January  29, 
1987),  and  the  National  Contingency  Plan  (40  CFR  Section  300.5),  and  subject  to  the 
Environmental  Protection  provisions  of  this  Lease,  Government,  in  consultation  with  U.S.  EPA, 
has  determined  that  the  Leased  Premises  are  suitable  for  lease,  that  the  uses  contemplated  for  the 
lease  of  the  Leased  Premises  are  consistent  with  protection  of  human  health  and  the  environment, 
and  that  there  are  adequate  assurances  that  Government  will  take  all  response  actions  necessary 
to  protect  human  health  and  the  environment  that  have  not  been  taken  as  of  the  date  of  this 
Lease. 


Further,  Government  herein  provides  assurances  that,  in  accordance  with  and  to  the 
extent  required  at  the  Leased  Premises  by  applicable  Federal,  State  and  local  laws,  Government 
will  timely: 


13.14.1  assess,  inspect,  investigate,  study  and  remove  or  remediate,  as 
appropriate,  the  release  or  threatened  release  of  a hazardous  substance,  pollutant  or  contaminant, 
from,  on  or  under  the  Leased  Premises;  and 

13.14.2  settle  or  defend  any  claim,  demand,  or  order  made  by  Federal,  State  or 
local  regulators  or  third  parties  in  connection  with  any  release  or  threatened  release  of  a 
hazardous  substance,  pollutant  or  contaminant,  from,  on  the  Leased  Premises. 

13.15  The  Lessee  and  any  Sublessee(s)  shall: 

13.15.1  Notify  Government  in  writing  within  90  days  after  learning  of  any 
previously  unidentified  condition  at  the  Leased  Premises  that  suggests  a response  action  is 
necessary,  or,  within  90  days  after  receiving  notice  of  a claim  by  Federal,  State  or  local 
regulators,  or  other  third  parties,  of  the  existence  of  any  condition  at  the  Leased  Premises  that 
suggests  a response  action  is  necessary.  If  Lessee  or  any  Sublessee  is  served  with  a complaint  or 
written  notice  of  a claim  by  Federal,  State  or  local  regulators,  the  served  party  shall  provide 
Government  with  a copy  of  such  document  not  later  than  1 5 days  following  service  of  such 
document; 
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13.15.2  Furnish  Government  copies  of  pertinent  papers  the  Lessee  and  any 
Sublessee(s)  receives;  and 

1 3. 1 5.3  Provide,  upon  request  of  Government,  reasonable  access  to  the  records 
and  personnel  of  the  Lessee  and  any  Sublessee(s)  for  purposes  of  defending  or  resolving  the  need 
for  additional  response  action. 

13.16  For  purposes  of  42  USC  Section  9620(h)(3),  the  Lessee’s  and  any  Sublessee(s)’s 
status  as  an  operator  during  the  lease  term  will  not  make  it  a potentially  responsible  party  or 
relieve  Government  of  its  obligations  under  Section  13.14  and  42  USC  Section  9620(h). 

13.17  In  accordance  with  and  to  the  extent  required  by  applicable  Federal,  State  and  local 
laws.  Government  will  timely: 

13.17.1  access,  inspect,  investigate,  study  and  remove  or  remediate,  as 
appropriate,  the  release  or  threatened  release  of  petroleum  or  a petroleum  derivative,  from  or  on 
the  Leased  Premises,  caused  by  Department  of  Defense  activities  at  the  Leased  Premises;  and 

1 3. 1 7.2  settle  or  defend  any  claim,  demand,  or  order  made  by  Federal,  State  or 
local  regulators  or  third  parties  in  connection  with  a release  or  threatened  release  of  petroleum  or 
a petroleum  derivative,  from  or  on  the  Leased  Premises,  caused  by  Department  of  Defense 
activities  at  the  Leased  Premises. 

13.18  The  Lessee  and  any  Sublessee(s),  upon  learning  of  any  previously  unidentified 
release  or  threatened  release  of  petroleum  or  a petroleum  derivative  from  or  on  the  Leased 
Premises,  that  may  have  been  caused  by  Department  of  Defense  activities  at  the  Leased 
Premises,  will  notify  Government  by  following  the  notification  procedures  set  forth  in  Section 
13.15  above. 

13.19  For  the  purpose  of  the  provisions  of  Sections  13.13  through  13.18,  the  following 
terms  have  the  meanings  indicated  below: 

13.19.1  “release”,  “threatened  release”,  “hazardous  substance”,  “pollutant”, 
“contaminant”,  “removal”,  “remedial  action”,  and  “response”  have  the  meanings  given  such 
terms  under  CERCLA  and  U.  S.  EPA  regulations  implementing  CERCLA. 

13.19.2  “Department  of  Defense  activities”  means  the  Department  of  Defense’s: 
construction,  installation,  placement,  operation,  maintenance,  misuse,  abandonment  or  failure  to 
maintain  the  buildings  and  equipment  and  land  at  the  Leased  Premises;  or  failure  to  satisfy  any 
otherwise  legally  applicable  obligation  to  investigate  or  remediate  any  environmental  conditions 
existing  at  the  Leased  Premises.  “Department  of  Defense  activities”  does  not  mean  the  release  or 
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threatened  release  of  a hazardous  substance,  pollutant,  contaminant,  petroleum  or  a petroleum 
derivative,  to  the  extent  that  Government  shows  that  the  release  or  threatened  release  is  caused  or 
contributed  to  by  the  Indemnitee(s). 

13.19.3  “Action...  arising  out  of  any  claim  for...  property  damage”  includes,  but 
is  not  limited  to,  any  judicial,  administrative  or  private  cost  recovery  proceeding  brought  against 
an  Indemnitee(s)  (i)  for  response  costs  arising  under  CERCLA,  (ii)  for  costs  incurred  to  enjoin  or 
abate  the  presence  of  migration  of  contamination  from  or  on  the  Leased  Premises  Resource, 
Conservation  and  Recovery  Act  (“RCRA”),  or  (iii)  for  costs  incurred  to  comply  with  the 
requirements  of  similar  Federal  or  State  laws  and  regulations  ( or  the  laws  of  any  political 
subdivision  of  the  state)  which  arise  from  the  environmental  conditions  at  the  Leased  Premises. 

13.19.4  “Environmental  condition(s)”  means  any  hazardous  substance,  pollutant 
or  contaminant,  including  hazardous  waste  or  hazardous  constituent,  petroleum  or  petroleum 
derivative  disposed  of,  released  or  existing  in  environmental  media  such  as  soil,  subsurface  soil, 
air,  groundwater,  surface  water  or  subsurface  geological  formations  at  levels  above  background. 

13.20  Nothing  in  these  provisions  shall  diminish  or  waive  any  rights  which  parties  might 
otherwise  have  under  common  law  or  any  Federal  or  State  law  or  regulation,  with  the  exception 
of  Section  13.13  of  this  Lease  including  applicable  references  in  Section  13.19,  which  shall  be 
deemed  to  fully  set  forth  the  parties’,  including  the  Sublessee(s’),  statutory  rights  under  Section 
330  of  P.L.  102-484,  and  Section  13.14  of  this  Lease  including  applicable  references  in  Section 
13.19,  which  shall  be  deemed  to  fully  set  forth  the  parties’  including  any  Sublessee(s)’s, 
statutory  rights  under  42  USC  Section  9620(h)(3);  provided  that  nothing  in  this  Lease  shall  limit 
the  right,  if  any,  that  an  Indemnitee,  Lessee  or  Sublessee  may  have  to  enforce,  in  a federal  district 
court  proceeding,  statutory  rights  under  Section  330  of  P.L.  102-484  and  42  USC  Section 
9620(h)(3). 

13.21  Any  Indemnitee  may  implement  or  enforce  the  terms  of  Sections  13.13  and  13.14 
of  this  Lease  in  its  own  right  at  its  own  discretion  without  obtaining  permission  from  or  joining 
any  of  the  other  Indemnitee(s). 

13.22  The  provisions  of  Sections  13.13  and  13.14  of  this  Lease  shall  survive  expiration 
or  termination  of  the  Lease  only  to  the  extent  a claim  is  made  during  or  after  the  lease  period  by 
an  Indemnitee(s)  or  by  the  Lessee  or  Sublessee(s)  under  the  terms  of  this  Paragraph  13. 

13.23  Prior  to  taking  any  action  or  reaching  any  final  settlement  under  Sections  13.13  or 
13.14  of  this  Lease  that  could  adversely  impact  Lessee’s  or  Sublessee(s)’s  use  of  the  Leased 
Premises,  Government  shall  consult  with  Lessee  and  Sublessee(s)  to  minimize  any  such  impact. 

13.24  Nothing  in  Sections  13.13  or  13.14  of  this  Lease  creates  rights  of  any  kind  in  any 
person  or  entity  other  than:  (i)  the  Government  and  (ii)  Indemnitees,  Lessee  and  Sublessees. 
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14  TERMINATION: 


14. 1  Government  shall  have  the  right  to  terminate  this  Lease,  in  whole  or  in  part,  without 
liability,  upon  thirty  (30)  calendar  days  written  notice: 

14. 1 . 1  If,  at  any  time  after  January  1,  2003,  continued  use  of  the  Leased 
Premises  by  Lessee  under  this  Lease  is  inconsistent  with  the  final  decision  on  disposal  of  the 
Leased  Premises  documented  in  a Record  of  Decision  under  the  National  Environmental  Policy 
Act;  or 


14. 1 .2  In  the  event  of  a national  emergency  as  declared  by  the  President  or  the 
Congress  of  the  United  States  and  Government  makes  a determination  that  such  national 
emergency  requires  termination  of  this  Lease;  or 

14.1.3  If,  at  any  time  after  January  1,  2003,  (a)  Government  has  complied  with  all 
applicable  legal  requirements  to  convey  fee  title  to  the  Premises,  (b)  Government  has  satisfied  in 
full  all  of  its  obligations  under  this  Lease,  (c)  Government  tenders  to  Lessee  a conveyance  of  fee 
ownership  of  the  Premises  after  negotiating  in  good  faith  with  respect  to  establishing  reasonable 
terms,  conditions  of,  and  consideration  for  such  conveyance,  and  (d)  Lessee  fails  to  accept  such 
conveyance  within  one  hundred  eighty  (180)  calendar  days  of  written  notice  of  such  tender;  or 

14.1.4  In  the  event  of  a breach  by  Lessee  of  any  of  the  terms  and  conditions 
hereof.  In  the  event  of  a breach  involving  the  performance  of  any  obligation.  Lessee  shall  be 
afforded  thirty  (30)  calendar  days  from  the  receipt  of  Government’s  written  notice  of  intent  to 
terminate  to  complete  performance  of  the  obligation  or  otherwise  cure  the  subject  breach  and 
avoid  termination  of  this  Lease,  unless  Government  determines  that  a shorter  period  is  required 
for  safety,  environmental,  operations  or  security  purposes.  In  the  event  that  Government  shall 
elect  to  terminate  this  Lease  on  account  of  the  breach  by  Lessee  of  any  of  the  terms  and 
conditions,  Government  shall  be  entitled  to  recover  and  Lessee  shall  pay  to  Government: 

14.1.4(a)  The  costs  incurred  in  resuming  possession  of  the  Leased 

Premises. 


14. 1 .4(b)  The  costs  incurred  in  performing  any  obligation  on  the  part  of 
the  Lessee  to  be  performed  hereunder,  but  only  after  notice  to  Lessee  and  the  expiration  of  all 
applicable  cure  periods. 

14.1 .4(c)  An  amount  equal  to  the  aggregate  of  any  maintenance 
obligations  and  charges  assumed  hereunder  and  not  paid  or  satisfied,  which  amounts  shall  be  due 
and  payable  at  the  time  when  such  obligations  and  charges  would  have  accrued  or  become  due 
and  payable  under  this  Lease. 
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14.2  Lessee  shall  have  the  right  to  terminate  this  Lease  upon  thirty  (30)  calendar  days 
written  notice  to  Government  in  the  event  of  breach  by  Government  of  any  of  the  terms  and 
conditions  hereof.  In  the  event  of  a breach  involving  the  performance  of  any  obligation, 
Government  shall  be  afforded  thirty  (30)  calendar  days  from  the  receipt  of  Lessee's  notice  of 
intent  to  terminate  to  complete  performance  of  the  obligation  or  otherwise  cure  the  subject 
breach  and  avoid  termination  of  this  Lease.  Lessee  shall  also  have  the  right  to  terminate  this 
Lease  in  the  event  of  damage  to  or  destruction  of  all  of  the  improvements  on  Leased  Premises  or 
such  a substantial  portion  thereof  as  to  render  Leased  Premises  incapable  or  impracticable  of  use 
for  the  purposes  for  which  it  is  leased  hereunder,  provided: 

14.2. 1 Government  either  has  not  authorized  or  directed  the  repair,  rebuilding  or 
replacement  of  the  improvements  or  has  made  no  provision  for  payment  for  such  repair, 
rebuilding  or  replacement  by  application  of  insurance  proceeds  or  otherwise;  and 

14.2.2  That  such  damage  or  destruction  was  not  occasioned  by  the  fault  or 
negligence  of  Lessee  or  any  of  its  officers,  agents,  servants,  employees,  subtenants,  licensees  or 
invitees,  or  by  any  failure  or  refusal  on  the  part  of  Lessee  to  fully  perform  its  obligations  under 
this  Lease. 


14.2.3  If  Government  requires  Lessee  or  any  Sublessee  to  vacate  all  or  a 
substantial  portion  of  Leased  Premises  pursuant  to  any  provision  of  this  Lease  for  a period  in 
excess  of  thirty  (30)  calendar  days,  Lessee  may  terminate  this  Lease  by  written  notice  to 
Government  given  at  any  time  while  Lessee  shall  continue  to  be  denied  use  of  all  or  a substantial 
portion  of  Leased  Premises.  Lessee  shall  thereafter  surrender  possession  of  Leased  Premises 
within  fifteen  (15)  calendar  days  of  such  notice. 

14.3  If  (i)  this  Lease  is  terminated  pursuant  to  Section  14.1.2,  and  (ii)  at  the  time  of 
termination  there  remains  in  effect  a sublease  of  the  Leased  Premises  which  has  been  approved 
by  the  Government,  then  the  Lessee  and  the  Sublessee  shall  have  the  right  to  re-enter  the  Leased 
Premises  if  and  when  the  reason  for  such  termination  ends  upon  the  terms  and  conditions  of  this 
Lease  and  any  approved  sublease  (except,  however,  the  term  of  the  Lease  and  sublease  shall  be 
extended  by  the  time  during  which  the  Lease  and  sublease  had  been  terminated). 

15  ENVIRONMENTAL  CONTAMINATION: 

In  the  event  environmental  contamination  is  discovered  on  the  Leased  Premises  which  creates,  in 
Government’s  determination,  an  imminent  and  substantial  endangerment  to  human  health  or  the 
environment  which  necessitates  evacuation  of  the  Leased  Premises,  and  notwithstanding  any 
other  termination  rights  and  procedures  contained  in  this  Lease,  Lessee  shall  vacate  or  require 
any  Sublessee  to  vacate  Leased  Premises  immediately  upon  notice  from  Government  of  the 
existence  of  such  a condition.  Exercise  of  this  right  by  Government  shall  be  without  liability, 
except  that  Lessee  shall  not  be  responsible  for  the  payment  of  consideration,  the  amount  of 
deduction  to  be  determined  on  a daily  pro-rata  basis,  during  the  period  Leased  Premises  is 
vacated,  and  Lessee  shall  have  the  right  to  terminate  this  Lease  if,  as  provided  in  Section  14.3 
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above,  Lessee  or  any  Sublessee  is  deprived  of  the  beneficial  use  and  occupancy  of  the  Leased 
Premises  for  a period  in  excess  of  thirty  (30)  days.  Government’s  exercise  of  this  right  herein  to 
order  the  Leased  Premises  immediately  vacated  does  not  alone  constitute  a termination  of  the 
Lease,  but  such  right  may  be  exercised  in  conjunction  with  any  other  termination  rights  provided 
in  this  Lease  or  by  law. 

16  NON-ENVIRONMENT AL  INDEMNIFICATION  BY  LESSEE: 

The  Lessee  shall  hold  harmless,  indemnify,  and  defend  the  Government  from  and  against  any 
suit,  claim,  demand  or  action,  liability,  judgment,  cost  or  other  fee  arising  out  of  any  claim  for 
injury  or  damage  that  results  from,  or  is  any  manner  predicated  upon  activities  of  the  Lessee  on 
the  Leased  Property  during  the  term  of  the  Lease.  This  indemnification  applies  to  any  fines, 
claims,  demands  and  causes  of  action  of  every  nature  whatsoever  which  may  be  made  upon, 
sustained  or  incurred  by  Government  by  reasons  of  any  breach,  violation,  omission  or  non- 
performance of  any  term,  covenant  or  condition  hereof  on  the  part  of  Lessee  or  the  employees, 
agents,  servants,  guests,  invitees  and  Sublessees  of  Lessee.  This  indemnification  also  applies  to 
claims  arising  out  of  the  furnishing  of  any  utilities  or  services  by  Government  or  any  interruption 
therein  or  failure  thereof,  whether  or  not  the  same  shall  be  occasioned  by  the  negligence  or  lack 
of  diligence  of  Lessee,  its  officers,  agents,  servants,  employees  or  Sublessees.  However,  this 
indemnity  does  not  extend  to  those  damages  which  are  due  to  the  fault  or  negligence  of 
Government  or  its  contractors,  or  to  any  matters  covered  in  Section  13,  including:  (i)  any  matters 
covered  in  the  Government’s  indemnity  in  Section  13.13;  (ii)  any  suit,  claim,  demand  or  action, 
liability,  judgment,  cost  of  other  fee  arising  from  any  environmental  condition  at  the  Leased 
Premises  or  any  ACM  or  LBP  incorporated  into,  at  or  from  the  Leased  Premises;  or  (iii)  any 
breach,  violation,  omission  or  non-performance  by  Indemnitee(s)  of  any  term,  covenant  or 
condition  contained  in  Section  13.  This  covenant  shall  survive  the  termination  of  this  Lease. 

17  INSURANCE: 


17.1  At  the  commencement  of  this  Lease,  Lessee  shall  obtain,  from  a reputable  insurance 
company  or  companies,  liability  insurance  or  shall  maintain  a program  of  self-insurance.  The 
insurance  shall  provide  an  amount  not  less  than  a minimum  combined  single  limit  of  $10  million, 
for  any  number  of  persons  or  claims  arising  from  any  one  incident  with  respect  to  bodily  injuries 
or  death  resulting  therefrom,  property  damage  or  both,  suffered  or  alleged  to  have  been  suffered 
by  any  person  or  persons  resulting  from  the  operations  of  Lessee,  Sublessees,  contractors  and 
invitees  under  the  terms  of  this  Lease.  Lessee  shall  provide  Government  certificates  of  its  self- 
insurance  or  require  its  insurance  company  to  furnish  Government  a copy  of  the  policy  or 
policies,  or  if  acceptable  to  Government,  certificates  of  insurance  evidencing  the  purchase  of 
such  insurance.  The  minimum  amount  of  liability  insurance  coverage  is  subject  to  revision  by 
Government  every  three  years  or  upon  renewal  or  modification  of  this  Lease. 
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1 7.2  As  to  those  structures  and  improvements  on  Leased  Premises  constructed  by  or 
owned  by  Government,  Lessee  shall  procure  and  maintain  at  Lessee's  cost  a standard  fire  and 
extended  coverage  insurance  policy  or  policies  or  a program  of  self-insurance  on  the  Leased 
Premises  in  an  amount  sufficient  to  demolish  damaged  or  destroyed  structures  and 
improvements,  remove  debris  and  clear  the  Leased  Premises.  Should  Lessee  elect  to  purchase 
commercial  insurance  in  lieu  of  self-insurance,  Lessee  shall  procure  such  insurance  from  a 
reputable  company  or  companies.  In  that  event,  the  insurance  policy  shall  provide  that  in  the 
event  of  loss  thereunder,  the  proceeds  of  the  policy  or  policies,  at  the  election  of  Government, 
shall  be  payable  to  Lessee  to  be  used  solely  for  the  demolition  of  damaged  or  destroyed 
structures  and  improvements,  removal  of  debris  and  clear  the  Leased  Premises  or  for  repair, 
restoration,  or  replacement  of  the  property  damaged  or  destroyed.  Any  balance  of  the  proceeds 
not  required  for  such  purposes  shall  be  paid  to  Government.  If  Government  does  not  elect,  by 
notice  in  writing  to  the  insurer  within  thirty  (30)  calendar  days  after  the  damage  or  destruction 
occurs,  to  have  the  proceeds  paid  to  Lessee  for  the  purposes  herein  above  set  forth,  then  such 
proceeds  shall  be  paid  to  Government,  provided  however  that  the  insurer,  after  payment  of  any 
proceeds  to  Lessee  in  accordance  with  the  provision  of  the  policy  or  policies,  shall  have  no 
obligation  or  liability  with  respect  to  the  use  or  disposition  of  the  proceeds  by  Lessee.  Nothing 
herein  contained  shall  be  construed  as  an  obligation  upon  Government  to  repair,  restore  or 
replace  Leased  Premises  or  any  part  thereof.  If  and  for  so  long  as  there  remains  in  effect  a 
sublease  of  the  Leased  Premises  which  has  been  approved  by  the  Government,  the  Government 
agrees  that  all  proceeds  of  casualty  insurance  policies  carried  by  Sublessee  shall  be  paid  to 
Sublessee  and  Sublessee  shall  be  entitled  to  all  proceeds  in  excess  of  that  used  to  demolish 
damaged  or  destroyed  structures  and  improvements,  remove  debris  and  clear  the  Leased 
Premises  or  to  repair,  restore  or  replace  the  property  damaged  or  destroyed  until  Sublessee  has 
received  an  amount  equal  to  the  total  costs  of  the  renovation  work  performed  by  the  Sublessee 
(plus  a return  thereon  as  provided  in  the  sublease).  Any  proceeds  in  excess  of  the  amount  paid  to 
Sublessee  shall  be  paid  to  the  Government. 

17.3  If  and  to  the  extent  required  by  law.  Lessee  shall  provide  workmen’s  compensation 
or  similar  insurance  or  self-insurance  in  form  and  amounts  required  by  law. 

17.4  During  the  entire  period  this  Lease  shall  be  in  effect.  Lessee  shall  require  its 
contractors  or  Sublessees  or  any  contractor  performing  work  at  Lessee’s  or  Sublessee’s  request 
on  Leased  Premises  to  carry  and  maintain  the  insurance  required  below: 

17.4.1  Comprehensive  general  liability  insurance,  including,  but  not  limited  to, 
contractor’s  liability  coverage  and  contractual  liability  coverage,  of  not  less  than  $3  million,  per 
occurrence  with  respect  to  personal  injury  or  death,  and  $5  million,  per  occurrence  with  respect 
to  property  damage. 

17.4.2  Workman’s  compensation  or  similar  insurance  in  form  and  amounts 
required  by  law. 
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17.5  Should  Lessee  purchase  commercial  insurance  in  lieu  of  self-insurance,  all 
insurance  which  this  Lease  requires  Lessee  or  Sublessee  to  carry  and  maintain  or  cause  to  be 
carried  or  maintained  shall  be  in  such  form,  for  such  periods  of  time,  and  with  such  insurers  as 
Government  may  reasonably  require  or  approve.  In  that  event,  all  policies  or  certificates  issued 
by  the  respective  insurers  for  public  liability  and  property  insurance  will  name  Government  as  an 
additional  insured,  provide  that  any  losses  shall  be  payable  notwithstanding  any  act  or  failure  to 
act  or  negligence  of  Lessee  or  Government  or  any  other  person,  provide  that  no  cancellation, 
reduction  in  amount,  or  material  change  in  coverage  thereof  shall  be  effective  until  at  least  thirty 
(30)  calendar  days  after  receipt  by  Government  of  written  notice  thereof;  provide  that  the  insurer 
shall  have  no  right  of  subrogation  against  Government;  and  be  reasonably  satisfactory  to 
Government  in  all  other  respects.  In  no  circumstances  will  Lessee  be  entitled  to  assign  to  any 
third  party,  rights  of  action  which  Lessee  may  have  against  Government. 

17.6  Lessee  and  Sublessees  shall  deliver  or  cause  to  be  delivered  promptly  to 
Government  a certificate  of  insurance  or  self-insurance  evidencing  the  insurance  required  by  this 
Lease  and  shall  also  deliver  no  later  than  thirty  (30)  calendar  days  prior  to  expiration  of  any  such 
policy,  a certificate  of  insurance  evidencing  each  renewal  policy  covering  the  same  risks. 

18  LABOR  PROVISION: 

During  the  term  of  this  Lease,  Lessee  agrees  as  follows: 

18.1  Lessee  will  not  discriminate  against  any  employee  or  applicant  for  employment 
because  of  race,  color,  religion,  sex  or  national  origin.  Lessee  shall  take  affirmative  action  to 
ensure  that  applicants  are  employed,  and  that  employees  are  treated  during  employment,  without 
regard  to  their  race,  color,  religion,  sex  or  national  origin.  Such  action  shall  include,  but  not  be 
limited  to  the  following:  employment,  upgrading,  demotion  or  transfer,  recruitment  or 
recruitment  advertising,  layoff  or  termination,  rate  of  pay  or  other  forms  of  compensation  and 
selection  for  training,  including  apprenticeship.  Lessee  agrees  to  post  in  conspicuous  places, 
available  to  employees  and  applicants  for  employment,  notices  to  be  provided  by  Government 
setting  forth  the  provisions  of  this  nondiscrimination  clause. 

18.1.1  Lessee  shall,  in  all  solicitations  or  advertisements  for 
employees  placed  at  Leased  Premises  by  or  on  behalf  of  Lessee,  state  that  all  qualified  applicants 
will  receive  consideration  for  employment  without  regard  to  race,  color,  religion,  sex  or  national 
origin. 


18.1.2  Lessee  shall  send  to  each  labor  union  or  representative  of  workers  with 
which  it  has  a collective  bargaining  agreement  or  other  contract  or  understanding  a notice  to  be 
provided  by  Government,  advising  the  labor  union  or  worker's  representative  of  Lessee's 
commitments  under  this  equal  opportunity  clause  and  shall  post  copies  of  the  notice  in 
conspicuous  places  available  to  employees  and  applicants  for  employment . 
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18.1.3  Lessee  shall  comply  with  all  provisions  of  Executive  Order  1 1246  of 
September  24,  1965,  as  amended  by  Executive  Order  11375  of  October  13,  1967,  and  of  the 
rules,  regulations  and  relevant  orders  of  the  Secretary  of  Labor. 

18.1.4  Lessee  shall  furnish  all  information  and  reports  required  by  Executive 
order  1 1246  of  September  24,  1965,  as  amended  by  Executive  Order  11375  of  October  13,  1967, 
and  of  the  rules,  regulations  and  relevant  orders  of  the  Secretary  of  Labor  or  pursuant  thereto, 
and  will  permit  access  to  his  books,  records  and  accounts  by  Government  and  the  Secretary  of 
Labor  for  purposes  of  investigating  to  ascertain  compliance  with  such  rules,  regulations  and 
orders. 


18.1.5  In  the  event  of  Lessee’s  noncompliance  with  the  equal  opportunity  clause 
of  this  Lease  or  with  any  of  said  rules,  regulations  or  orders,  this  Lease  may  be  canceled, 
terminated  or  suspended  in  whole  or  in  part,  after  the  expiration  of  all  applicable  cure  periods, 
and  Lessee  may  be  declare  ineligible  for  further  Government  contracts  in  accordance  with 
procedures  authorized  in  Executive  Order  1 1246  of  September  24,  1965,  as  amended  by 
Executive  order  11375  of  October  13,  1967,  and  such  other  sanctions  may  be  imposed  and 
remedies  invoked  as  provided  in  Executive  Order  1 1246  of  September  24,  1965,  as  amended  by 
Executive  Order  11375  of  October  13,  1967,  or  by  rule,  regulation  or  order  of  the  Secretary  of 
Labor,  or  otherwise  provided  by  law. 

18.1.6  Lessee  will  include  the  above  provisions  in  every  sublease  unless 
exempted  by  rules,  regulations  or  orders  of  the  Secretary  of  Labor  issued  pursuant  to  Section  204 
of  Executive  Order  1 1246  of  September  24,  1965,  as  amended  by  Executive  Order  11375  of 
October  13,  1967,  so  that  such  provisions  will  be  binding  upon  each  Sublessee.  Lessee  will  take 
such  action  with  respect  to  any  Sublessee  as  Government  may  direct  as  a means  of  enforcing 
such  provisions  including  sanctions  for  noncompliance;  provided,  however,  that  in  the  event 
Lessee  becomes  involved,  or  is  threatened  with  litigation  with  Sublessee  as  a result  of  such 
direction  by  Government,  Lessee  may  request  the  United  States  to  enter  into  such  litigation  to 
protect  the  interest  of  the  United  States. 

1 8.2  This  Lease,  to  the  extent  that  it  is  a contract  of  a character  specified  in  the  Contract 
Work  Hours  and  Safety  Standards  Act  (40  U.S.C.  327-330)  and  is  not  covered  by  the  Walsh- 
Healy  Public  Contracts  Act  (41  U.S.C.  35-45),  is  subject  to  the  following  provisions  and 
exceptions  of  said  Contract  Work  Hours  and  Safety  Standards  Act  and  to  all  other  provisions  and 
exceptions  of  said  law. 

1 8.2. 1 Lessee  shall  not  require  or  permit  any  laborer  or  mechanic  in  any 
workweek  in  which  he  is  employed  on  any  work  under  this  Lease  to  work  in  excess  of  40  hours 
in  such  work  week  on  work  subject  to  the  provisions  of  the  Contract  Work  Hours  Standards  Act 
unless  such  laborer  or  mechanic  receives  compensation  at  a rate  not  less  than  one  and  one-half 
times  his  basic  rate  of  pay  for  all  such  hours  worked  in  excess  of  40  hours  in  such  work  week. 
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The  “basic  rate  of  pay”,  as  used  in  this  clause,  shall  be  the  amount  paid  per  hour,  exclusive  of 
Lessee’s  contribution  or  cost  for  fringe  benefits  and  any  cash  payment  made  in  lieu  of  providing 
fringe  benefits  or  the  basic  hourly  rate  contained  in  the  wage  determination,  whichever  is  greater. 

18.2.2  In  the  event  of  any  violation  of  the  provision  of  Paragraph  18.2.1,  Lessee 
shall  be  liable  to  any  affected  employee  for  any  amounts  due,  and  to  the  United  States  for 
liquidated  damages.  Such  liquidated  damages  shall  be  computed  with  respect  to  each  individual 
laborer  or  mechanic  employed  in  violation  of  the  provisions  of  paragraph  18.2.1  in  the  sum  of  ten 
$10.00  for  each  calendar  day  on  which  such  employee  was  required  or  permitted  to  be  employed 
on  such  work  in  excess  of  the  standard  workday  of  8 hours  or  in  excess  of  the  standard  work 
week  of  40  hours  without  payment  of  the  overtime  wages  required  by  Paragraph  18.2.1. 

1 8.3  In  connection  with  the  performance  of  work  required  by  this  Lease,  Lessee  agrees 
not  to  employ  any  person  undergoing  a sentence  of  imprisonment  at  hard  labor. 

19  SUBMISSION  OF  NOTICES: 

Notices  shall  be  sufficient  under  this  Lease  if  made  in  writing  and  to  the  addressees  as 

Lessee:  City  and  County  of  San  Francisco 

Ms.  Annemarie  Conroy 
San  Francisco  Mayor’s  Office 
Treasure  Island  Project 
410  Palm  Ave.  Bldg.  1,  Room  237 
Treasure  Island 
San  Francisco,  CA  94130 

Government:  Commanding  Officer  (Code  624) 

Engineering  Field  Activity  - West  (Bldg.  208/2) 

Naval  Facilities  Engineering  Command 
900  Commodore  Drive 
San  Bruno,  CA  94066-5000 

The  individuals  so  designated  above  shall  be  representatives  of  the  parties  and  the  points  of 
contact  during  the  period  of  this  Lease. 

20  AUDIT: 

This  Lease  shall  be  subject  to  audit  by  any  and  all  cognizant  Government  agencies.  Lessee  shall 
make  available  to  such  agencies  for  use  in  connection  with  such  audits  all  records  which  it 
maintains  with  respect  to  this  Lease  and  copies  of  all  reports  required  to  be  filed  hereunder. 
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21  AMENDMENTS: 

This  Lease  shall  not  be  amended  or  modified  unless  in  writing  and  signed  by  both  parties.  No 
oral  statements  or  representation  made  by,  for  or  on  behalf  of  either  party  shall  be  a part  of  this 
Lease.  Should  a conflict  arise  between  the  provisions  of  this  Lease  and  any  exhibit  hereto,  or 
any  other  agreement  between  Government  and  Lessee,  the  provisions  of  this  Lease  shall  take 
precedence. 

22.  FAILURE  TO  INSIST  ON  COMPLIANCE: 

The  failure  of  Government  or  Lessee  to  insist,  in  any  one  or  more  instances,  upon  performance  of 
any  of  the  terms,  covenants  or  conditions  of  this  Lease  shall  not  be  construed  as  a waiver  or 
relinquishment  of  Government's  or  Lessee’s  right  to  the  future  performance  of  any  such  terms, 
covenants  or  conditions  and  Government’s  and  Lessee's  respective  obligations  in  respect  of  such 
future  performance  shall  continue  in  full  force  and  effect. 

23  DISPUTES: 


23. 1 This  lease  is  subject  to  the  Contract  Disputes  Act  of  1978,  as  amended  (41  U.S.C. 
601-613)  (the  Act). 

23.2  Except  as  provided  in  the  Act,  all  disputes  arising  under  or  relating  to  this  Lease 
shall  be  resolved  under  this  clause. 

23.3  “Claim”,  as  used  in  this  clause,  means  a written  demand  or  written  assertion  by 
Lessee  or  Government  seeking,  as  a matter  of  right,  the  payment  of  money  in  a sum  certain,  the 
adjustment  or  interpretation  of  lease  terms,  or  other  relief  arising  under  or  relating  to  this  Lease. 
A claim  arising  under  this  Lease,  unlike  a claim  relating  to  this  Lease,  is  a claim  that  can  be 
resolved  under  a lease  clause  that  provides  for  the  relief  sought  by  the  claimant.  However,  a 
written  demand  or  written  assertion  by  Lessee  seeking  the  payment  of  money  exceeding 
$100,000  is  not  a claim  under  the  Act  until  certified  as  required  by  subparagraph  23.4  below.  A 
voucher,  invoice  or  other  routine  request  for  payment  that  is  not  in  dispute  when  submitted,  is 
not  a claim  under  the  Act.  The  submission  may  be  converted  to  a claim  under  the  Act,  by 
complying  with  the  submission  and  certification  requirements  of  this  clause,  if  it  is  disputed 
either  as  to  liability  or  amount  or  is  not  acted  upon  in  a reasonable  time. 

23.4  A claim  by  Lessee  shall  be  made  in  writing  and  submitted  within  six  (6)  years  after 
accrual  of  the  claim,  to  the  Naval  Facilities  Engineering  Command,  Engineering  Field  Activity 
West  (ATTN.:  Code  64),  900  Commodore  Drive,  San  Bruno,  CA  94066-5006  herein  called 
“Command”,  for  a written  decision.  A claim  by  the  Government  against  Lessee  shall  be  subject 
to  a written  decision  by  the  Command. 
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23.4.1  Lessee  shall  provide  the  certification  specified  in  subparagraph  23.4.3  of 
this  clause  when  submitting  any  claim: 

(a)  Exceeding  $100,000;  or 

(b)  Regardless  of  the  amount  claimed,  when  using: 

( 1 )  Arbitration  conducted  pursuant  to  5 U.S.C.  575-580;  or 

(2)  Any  other  alternative  means  of  dispute  resolution  (ADR) 
technique  that  the  agency  elects  to  use  in  accordance  with  the  Administrative  Dispute  Resolution 
Act  (ADRA). 


23.4.2  The  certification  requirement  does  not  apply  to  issues  in  controversy  that 
have  not  been  submitted  as  all  or  part  of  a claim. 

23.4.3  The  certification  shall  state  as  follows:  “I  certify  that  the  claim  is  made  in 
good  faith;  that  the  supporting  data  are  accurate  and  complete  to  the  best  of  my  knowledge  and 
belief;  that  the  amount  requested  accurately  reflects  the  contract  adjustment  for  which  Lessee 
believes  Government  is  liable;  and  that  I am  duly  authorized  to  certify  the  claim  on  behalf  of 
Lessee.” 


23.4.4  The  certification  may  be  executed  by  any  person  duly  authorized  to  bind 
Lessee  with  respect  to  the  claim. 

23.5  For  Lessee  claims  of  $100,000  or  less,  the  Command,  must,  if  requested  in  writing 
by  Lessee,  render  a decision  within  60  calendar  days  of  the  request.  For  Lessee-certified  claims 
over  $100,000,  the  Command,  must,  within  60  calendar  days,  decide  the  claim  or  notify  Lessee 
of  the  date  by  which  the  decision  will  be  made. 

23.6  The  Command’s,  decision  shall  be  final  unless  Lessee  appeals  or  files  a suit  as 
provided  in  the  Act. 

23.7  At  the  time  a claim  by  the  Lessee  is  submitted  to  Command  or  a claim  by 
Government  is  presented  to  Lessee,  the  parties,  by  mutual  consent,  may  agree  to  use  ADR. 

When  using  arbitration  conducted  pursuant  to  5 U.S.C.  575-580,  or  when  using  any  other  ADR 
technique  that  the  agency  elects  to  employ  in  accordance  with  the  ADRA,  any  claim,  regardless 
of  amount,  shall  be  accompanied  by  the  certification  described  in  Paragraph  23.4.3  of  this  clause, 
and  executed  in  accordance  with  Paragraph  23.4.4  of  this  clause. 

23.8  Government  shall  pay  interest  on  the  amount  found  due  and  unpaid  by  Government 
from  (1)  the  date  the  Command  receives  the  claim  (properly  certified  if  required),  or  (2)  the  date 
payment  otherwise  would  be  due,  if  that  date  is  later,  until  the  date  of  payment.  With  regard  to 
claims  having  defective  certifications,  as  defined  in  FAR  33.201,  interest  shall  be  paid  from  the 
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date  that  the  Command  initially  receives  the  claim.  Simple  interest  on  claims  shall  be  paid  at  the 
rate,  fixed  by  the  Secretary  of  the  Treasury,  as  provided  in  the  Act,  which  is  applicable  to  the 
period  during  which  the  Command  receives  the  claim  and  then  at  the  rate  applicable  for  each  6- 
month  period  as  fixed  by  the  Treasury  Secretary  during  the  pendency  of  the  claim. 

23.9  Lessee  shall  proceed  diligently  with  the  performance  of  Lease,  pending  final 
resolution  of  any  request  for  relief,  claim,  appeal  or  action  arising  under  Lease,  and  comply  with 
any  decision  of  the  Command. 

24.  COVENANT  AGAINST  CONTINGENT  FEES: 

Lessee  warrants  that  no  person  or  agency  has  been  employed  or  retained  to  solicit  or  secure  this 
Lease  upon  an  agreement  or  understanding  for  a commission,  percentage,  brokerage  or 
contingent  fee,  excepting  bona  fide  employees  or  bona  fide  established  commercial  agencies 
maintained  by  Lessee  for  the  purpose  of  securing  business.  For  breach  or  violation  of  this 
warranty,  Government  shall  have  the  right  to  annul  this  Lease  without  liability  or  in  its 
discretion,  to  require  Lessee  to  pay  the  full  amount  of  such  commission,  percentage,  brokerage  or 
contingent  fee. 

25  OFFICIALS  NOT  TO  BENEFIT: 

No  member  of  or  delegate  to  Congress  or  Resident  Commissioner,  shall  be  admitted  to  any  share 
or  part  of  this  Lease  or  to  any  benefit  to  arise  therefrom,  but  this  provision  shall  not  be  construed 
to  extend  to  this  Lease  if  made  with  a corporation  for  its  general  benefit. 

26  LIENS; 

Lessee  shall  promptly  discharge  or  cause  to  be  discharged  any  valid  lien,  right  in  rem,  claim  or 
demand  of  any  kind,  except  one  in  favor  of  Government,  which  at  any  time  may  arise  or  exist 
with  respect  to  the  Leased  Property  or  materials  or  equipment  furnished  therefor,  or  any  part 
thereof,  and  if  the  same  shall  not  be  promptly  discharged  by  Lessee,  or  should  Lessee  or 
Sublessee  be  declared  bankrupt  or  make  an  assignment  on  behalf  of  creditors,  or  should  the 
leasehold  estate  be  taken  by  execution,  Government  reserves  the  right  to  take  immediate 
possession  without  any  liability  to  Lessee  or  any  Sublessee.  Lessee  and  any  Sublessee  shall  be 
responsible  for  any  costs  incurred  by  Government  in  securing  clear  title  to  its  property. 

27.  TAXES: 

Lessee  shall  pay  or  cause  to  be  paid  to  the  proper  authority,  when  and  as  the  same  become  due 
and  payable,  all  taxes,  assessments  and  similar  charges  which,  at  any  time  during  the  term  of  this 
Lease,  may  be  imposed  upon  Lessee  with  respect  to  its  operations  of  the  Leased  Premises.  Title 
10  United  States  Code,  Section  2667(e)  contains  the  consent  of  Congress  to  the  Taxation  of 
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Lessee's  interest  in  Leased  Premises,  whether  or  not  the  Leased  Premises  are  in  an  area  of 
exclusive  federal  jurisdiction.  Should  Congress  consent  to  taxation  of  Government's  interest  in 
the  property,  this  Lease  will  be  renegotiated. 

28  SUBJECT  TO  EXISTING  AND  FUTURE  EASEMENTS  AND 
RIGHTS-OF-WAY: 


This  Lease  is  subject  to  all  outstanding  easements  and  rights-of-way  for  location  of  any  type  of 
facility  over,  across,  in  and  upon  Leased  Premises  or  any  portion  thereof  and  to  the  right  of 
Government  to  grant  such  additional  easements  and  rights-of-way  over,  across,  in  and  upon 
Leased  Premises  as  it  shall  determine  to  be  in  the  public  interest;  provided  that  any  such 
additional  easement  or  right-of-way  shall  be  conditioned  on  the  assumption  by  the  grantee 
thereof  of  liability  to  Lessee  for  such  damages  as  Lessee  shall  suffer  for  property  destroyed  or 
property  rendered  unusable  on  account  of  the  grantee's  exercise  of  its  rights  thereunder.  There  is 
hereby  reserved  to  the  holders  of  such  easements  and  rights-of-way  as  are  presently  outstanding 
or  which  may  hereafter  be  granted,  to  any  workers  officially  engaged  in  the  construction, 
installation,  maintenance,  operation,  repair  or  replacement  of  facilities  located  thereon,  and  to 
any  Federal,  state  or  local  official  engaged  in  the  official  inspection  thereof,  such  reasonable 
rights  of  ingress  and  egress  over  Leased  Premises  as  shall  be  necessary  for  the  performance  of 
their  duties  with  regard  to  such  facilities. 

29  INGRESS-EGRESS  AND  PARKING: 

Lessee  and  any  Sublessees  will  be  granted  reasonable  access  to  Leased  Premises  under  this 
Lease.  Such  access  will  be  coordinated  with  Government.  Lessee  and  any  Sublessees  agree  to 
adhere  to  all  base  rules  and  regulations  regarding  installation  security,  ingress,  egress,  safety  and 
sanitation  as  may  be  prescribed  from  time  to  time  by  Government. 

30  ADMINISTRATION: 

Except  as  otherwise  provided  for  under  this  Lease,  Government  shall,  under  the  direction  of  the 
Command,  have  complete  charge  of  the  administration  of  this  Lease,  and  shall  exercise  full 
supervision  and  general  direction  thereof  insofar  as  the  interests  of  Government  are  affected. 

31  SURRENDER: 

Upon  the  expiration  of  this  Lease  or  its  earlier  termination  in  accordance  with  the  terms  of  this 
Lease,  Lessee  shall  quietly  and  peacefully  remove  itself  and  its  property  from  Leased  Premises 
and  surrender  the  possession  thereof  to  Government.  Government  may,  in  its  discretion,  declare 
any  property  which  has  not  been  removed  from  Leased  Premises  upon  expiration  or  termination 
provided  for  above,  as  abandoned  property  upon  giving  to  Lessee  an  additional  30  calendar  days 
notice  after  the  termination  date. 
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32  INTEREST: 


32. 1  Notwithstanding  any  other  provision  of  this  Lease,  unless  paid  within  thirty  (30) 
calendar  days  from  the  due  date,  all  amounts  that  become  payable  by  Lessee  to  Government 
under  this  Lease  (net  any  applicable  tax  credit  under  the  Internal  Revenue  Code)  shall  bear 
interest  from  the  date  due.  The  rate  of  interest  will  be  the  Current  Value  of  Funds  rate  published 
by  the  Secretary  of  Treasury  pursuant  to  31  U.S.C.  3717  (Debt  Collection  Act  of  1982). 

32.1.1  Amounts  shall  be,  subject  to  applicable  cure  periods,  due  upon  the  earliest 
of: 


32.1 .1(a)  the  date  fixed  pursuant  to  this  Lease, 

32.1.1  (b)  the  date  of  the  first  written  demand  for  payment, 
consistent  with  this  Lease,  including  demand  consequent  upon  default  termination, 

32.1.1(c)  the  date  of  transmittal  by  Government  to  Lessee  of  a proposed 
supplemental  agreement  to  confirm  completed  negotiations  fixing  the  amount, 

32.1.1(d)  if  this  Lease  provides  for  revision  of  prices,  the  date  of  written 
notice  to  Lessee  stating  the  amount  of  refund  payable  in  connection  with  a pricing  proposal  or  in 
connection  with  a negotiated  pricing  agreement  not  confirmed  by  Lease  supplement. 

33  AVAILABILITY  OF  FUNDS: 


33.1  The  Government’s  obligations  under  this  Lease  are  subject  to  the  availability  of 
funds  appropriated  for  such  purposes.  Nothing  in  this  Lease  shall  be  interpreted  to  require 
obligations  or  payments  by  Government  which  are  in  violation  of  the  Anti-Deficiency  Act  (3 1 
USC  1341). 

34.  SPECIAL  PROVISIONS: 


34. 1  Notwithstanding  anything  to  the  contrary  contained  in  this  Lease,  there  shall  be  no 
obligation  for  the  payment  or  expenditure  of  money  by  Lessee  under  this  Lease  unless  the 
Controller  of  the  City  and  County  of  San  Francisco  first  certifies,  pursuant  to  Section  3.105  of 
the  Charter  of  the  City  and  County  of  San  Francisco,  that  there  is  a valid  appropriation  from 
which  the  expenditure  may  be  made  and  that  unencumbered  funds  are  available  from  the 
appropriation  to  pay  the  expenditure.  Without  limiting  the  foregoing,  if  in  any  fiscal  year  of  City 
after  the  fiscal  year  in  which  the  Term  of  this  Lease  commences,  sufficient  funds  for  the  payment 
of  any  payments  required  under  this  Lease  are  not  appropriated  for  any  reason,  then  either  party 
may  terminate  this  Lease  upon  thirty  (30)  calendar  days  written  notice  and  Lessee  shall  quietly 
and  peacefully  remove  itself  and  its  property  from  Leased  Premises  and  surrender  possession 
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thereof  to  the  Government.  Notwithstanding  the  foregoing,  this  Section  34.1  shall  not  in  any 
way  limit  or  otherwise  impair  Lessee’s  indemnification  obligation  arising  under  Sections  13.12 
and  1 6 of  this  Lease. 

34.2  Article  1.5  of  the  San  Francisco  Planning  Code  (“Code”)  requires  the  provision  of 
bicycle  storage  at  all  properties  leased  by  the  City  at  no  cost  to  the  landlord,  here  the 
Government,  and  only  if  funds  are  available.  In  the  event  public  and/or  private  donations,  grants 
or  other  funds  become  available,  at  any  time  during  this  Lease,  Lessee  shall  have  the  right  to 
request  that  the  Government  amend  this  Lease  to  include  space  sufficient  for  the  installation  and 
operation  of  bicycle  storage  facilities.  In  the  event  of  storage  locker  installation,  the  storage 
lockers  shall  be  considered  a trade  fixture.  Government,  at  no  cost  to  Government,  shall 
reasonably  cooperate  with  City  regarding  the  implementation  of  this  Code. 

34.3  The  date  on  which  this  Lease  shall  become  effective  (the  "Effective  Date")  is  the 
date  upon  which  (i)  Lessee’s  Mayor  and  Board  of  Supervisors  enact  a resolution  approving  this 
Lease  in  accordance  with  all  applicable  laws  and  (ii)  this  Lease  is  duly  executed  by  the  parties 
hereto. 


34.4  EBSL,  FOSL  and  NEPA  Documentation  are  attached  as  Exhibit  “D”.  These 
documents  contain  restrictions  to  the  Lease  that  must  be  strictly  adhered  to  and  are  made  a part 
hereof. 

35  LIST  OF  EXHIBITS: 

The  following  exhibits  are  a part  of  this  Lease: 

Exhibit  A - Leased  Premises 

Exhibit  B - Inventory  of  Personal  Property 

Exhibit  C - Joint  Inspection  Report 

Exhibit  D - EBS,  FOSL  and  NEPA  Documentation 

Exhibit  E - Utility  Rates  Schedule 

Exhibit  F - Safety  and  Flealth  Hazards  to  be  Corrected 

Exhibit  G - Government’s  Obligations  to  Abate  Asbestos 
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IN  WITNESS  WHEREOF,  the  parties  hereto  have,  on  the  respective  dates  set  forth  below  duly 
executed  this  Lease  as  of  the  day  and  year  first  above  written. 

WITNESS  THE  UNITED  STATES  OF  AMERICA 


By: 

Real  Estate  Contracting  Officer 


Date: 


TREASURE  ISLAND  DEVELOPMENT  AUTHORITY 


By: 


Title: 


Date: 


APPROVED  AS  TO  FORM 


CITY  ATTORNEY 


SAN  FRANCISCO  BA  Y Hd?U6  I N6  U£A6£  - f I HP 

LE^EtMlP)  exhibit  a 

20  N2V£M0£R  1996 


LEASED  AREA 
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EXHIBIT  B 


INVENTORY  OF  PERSONAL  PROPERTY 


To  be  completed  at  time  of  move-in  by  both  parties. 
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EXHIBIT  C 


JOINT  INSPECTION  REPORT 


To  be  completed  at  time  of  move-in  by  both  parties. 
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EXHIBIT  D 


EBS,  FOSL  AND  NEPA  DOCUMENTATION 


Environmental  Baseline  Survey: 

Site-Specific  Environmental  Baseline  Survey  for  Reuse  Zone  3,  September  1997 
Final  Site-Specific  Environmental  Baseline  Survey  Reuse  Zone  4,  November  1998 

Finding  of  Suitability  to  Lease: 

Finding  of  Suitability  to  Lease  Reuse  Parcel  T099,  May  21,  1997 
Finding  of  Suitability  to  Lease  Reuse  Zone  3 A,  September  1997 
Finding  of  Suitability  to  Lease  Reuse  Zone  3B,  September  1997 
Finding  of  Suitability  to  Lease  Revision  1 Area  of  Reuse  Zone  4,  November  1998 

National  Environmental  Policy  Act  Documentation: 

Record  of  Categorical  Exclusion  for  the  Lease  of  the  “300  Series”  (60  Units)  Family 
Housing  on  Yerba  Buena  Island,  4 Dec  1998 

Record  of  Categorical  Exclusion  for  the  Lease  of  Family  Housing  on  Treasure  Island, 
4 Dec  1998 
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EXHIBIT  E 


UTILITIES  AGREEMENT 

SUPPORTING  LEASE  OF  FIRE  FIGHTING  TRAINING  CENTER 
NAVAL  STATION  TREASURE  ISLAND 


ARTICLE  10,  UTILITIES 

(a)  Portions  of  the  Government's  utilities  systems  serving  the  Station  are  located  within  the 
Premises  and  are  reserved  for  use  by  the  Government  hereunder.  The  Lessee  agrees  to  allow  the 
Government  or  its  utility  suppliers  reasonable  access  to  the  Premises  for  such  operation, 
maintenance,  repair  and  replacement  of  these  utilities  systems  as  may  be  required.  In  executing 
operation,  maintenance,  repair  or  replacement  of  these  systems,  the  Government  agrees  to  take  all 
reasonable  steps  to  limit  interference  with  the  use  of  the  Premises  by  the  Lessee  or  its  approved 
Sublessees  or  assignees. 

(b)  Prior  to  commencement  of  the  term  of  this  Lease,  the  Government  and  the  Lessee  will  agree 
upon  the  terms  and  conditions  for  delivery  of  utility  services  by  the  Government  to  the  Lessee 
which  agreement  will  be  appended  as  Exhibit  “E”  to  this  Lease.  Conditions  will  include  the 
following: 

(1)  Sewage  discharge  by  the  Lessee  to  the  Government  owned  sewer  system  must  meet  all 
requirements  of  any  applicable  waste  water  discharge  permit  or  contract  issued  by  or  between 
the  Government  and  Bay  Area  Water  Quality  Management  Board  for  discharge  of  sewage  from 
the  Station. 

(2)  Storm  water  discharged  from  the  Premises  must  meet  the  requirements  of  permits  issued  to 
the  Government  in  accordance  with  the  National  Pollution  Discharge  Elimination  System 
(NPDES)  for  discharge  of  storm  water  from  the  Station.  In  addition,  the  Lessee  agrees  to 
participate  in  any  storm  water  quality  management  program  required  by  applicable  local,  State, 
or  Federal  regulations. 

(c)  The  Lessee  may,  at  its  own  cost,  replace,  remove,  or  relocate  utility  systems  on  the  Premises  in 
order  to  use  the  Premises,  so  long  as  there  is  no  unreasonable  interference  with  use  by  the 
Government  of  the  utility  systems  and  provided  the  Government  has  approved  the  replacement, 
removal  or  relocation  in  advance.  Government  approval  shall  not  be  unreasonably  denied  or 
delayed. 


All  correspondence  in  connection  with 
this  contract  should  include  reference  to: 


BACKGROUND 

This  exhibit  implements  the  agreement  stipulated  in  ARTICLE  1 0,  of  the  Lease  between  the  Lessee 
and  the  Government. 

AGREEMENT 

Pursuant  to  the  requirements  stipulated  in  ARTICLE  10  of  said  Lease,  the  Lessee  and  the 
Government  hereby  agree  to  the  following  with  respect  to  Government-owned  utility  systems  and 
to  Government-provided  utility  services: 

1.  General 

All  utility  services  delivered  at  the  premises  shall  be  obtained  from  the  City  and  County  of  San 
Francisco  (CCSF)  in  accordance  with  provisions  of  Cooperative  Agreement  N624749720003 
entered  into  by  the  Navy  and  CCSF.  The  Lessee  agrees  to  conform  to  conditions  of  service  which 
may  be  laid  out  by  CCSF  in  addition  to  the  general  requirements  of  paragraphs  2.0  through  7.0, 
below.  Assistance  in  obtaining  service  from  CCSF  can  be  obtained  by  contacting: 

San  Francisco  Public  Utilities  Commission 
410  Palm  Ave.,  Building  1 
Treasure  Island 
San  Francisco,  CA  94130 

Attn.:  Chuck  Swanson,  Utilities  Project  Manager 
Phone:  415  274  0333 

2.0  Metering 

Electric,  natural  gas  and  water  service  will  be  authorized  by  the  Government  only  after  installation 
of  meters  which  fully  and  exclusively  measure  consumption  on  the  Premises.  Prior  to 
commencement  of  service  the  Lessee  will  insure  that  any  additional  metering  which  may  be 
required  has  been  installed  by  the  San  Francisco  Public  Utilities  Commission  (SFPUC),  as  the 
representative  of  the  CCSF,  or  in  accordance  with  SFPUC  requirements  and  with  written  SFPUC 
authorization.  Unless  otherwise  stipulated  by  the  SFPUC,  the  volume  of  sewer  discharge  from  the 
Premises  will  be  assumed  to  equal  water  consumption  as  measured  by  applicable  meters. 

3.0  Commencement  of  Service 

Service  will  commence  after  the  Lessee,  or  any  Sublessee  authorized  by  the  Government,  has 
established  an  account  with  the  SFPUC  and  has  made  any  advance  service  deposit  which  the 
SFPUC  may  require. 
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All  correspondence  in  connection  with 
this  contract  should  include  reference  to: 


4.0  Rates 


Until  further  notice  by  the  Government,  the  following  rates  are  in  effect: 


Electricity 
Natural  Gas 


Water 

Sewer 


Utility 


Unit 

MWH  (million  watt-hours) 
MFC  (1,000  cubic  feet) 
KGAL  (thousand  gallons) 
KGAL 


Charge 
Per  Unit 

$142.75 
$ 6.00 
$ 5.40 
$ 5.75 


5.0  Billing  and  Payment 

Monthly  bills  for  utilities  services  will  be  issued  by  the  SFPUC  to  the  Lessee  or  to  a Government 
authorized  Sublessee  as  agreed  upon  between  the  Lessee  and  the  SFPUC.  Payment  to  the  SFPUC 
is  due  within  10  working  days  of  receipt  of  the  bill.  Adjustments  to  billed  amounts  may  requested 
only  after  receipt  of  the  billed  amount  by  the  SFPUC  and  may  be  granted  by  the  SFPUC  only  after 
an  error  in  the  originally  presented  bill  is  clearly  established  and  documented. 

6.0  Service  to  Sublessees 

As  stated  in  paragraph  5.0,  above,  payment  for  utility  service  may  be  made  directly  to  the  SFPUC 
by  a Government  authorized  Sublessee,  rather  than  by  the  Lessee,  subject  to  agreement  by  the 
SFPUC.  In  the  event  any  such  agreement  is  made,  the  Lessee  will  insure  that  the  applicable 
sublease  contains  provisions  sufficient  to  bind  the  Sublessee  to  all  conditions  of  service  given  here 
as  well  as  to  any  additional  conditions  of  service  which  may  be  imposed  by  the  SFPUC. 

7.0  Failure  by  Sublessees  to  Make  Payment 

Any  Government  authorized  Sublessee  obligated  to  make  payment  for  utility  services  directly  to 
the  SFPUC  will  be  considered  in  arrears  if  payment  of  any  bill  is  not  received  within  30  working 
days  of  presentation  to  the  Sublessee  by  the  SFPUC.  In  any  such  case,  the  liability  for  payment 
will  immediately  revert  to  the  Lessee  and  will  remain  with  the  Lessee  for  the  remainder  of  the  term 
of  this  Lease. 
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All  correspondence  in  connection  with 
this  contract  should  include  reference  to: 


Exhibit  F 


SAFETY  AND  HEALTH  HAZARDS  TO  BE  CORRECTED 


No  safety  and/or  health  hazards  to  be  corrected  by  the  Government. 


All  correspondence  in  connection  with 
this  contract  should  include  reference  to 


Exhibit  G 


GOVERNMENT’S  OBLIGATIONS  TO  ABATE  ASBESTOS 


No  asbestos  abatement  to  be  performed  by  Government. 
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[Sublease  of  86  Housing  Units  on  Treasure  Island  and  Related 


DOCUMENTS  DEPT, 

JAN  1 5 1399 

SAN  FRANCISCO 
PUBLIC  LIBRARY 


APPROVING  AND  AUTHORIZING  THE  EXECUTIVE  DIRECTOR  TO  EXECUTE  ON  THE 
AUTHORITY’S  BEHALF  FOUR  SUBLEASES  WITH  MEMBER  ORGANIZATION  OF  THE 
TREASURE  ISLAND  HOMELESS  DEVELOPMENT  INITIATIVE  FOR  THE  FIRST  86  OF  A 
TOTAL  OF  222  HOUSING  UNITS  ON  TREASURE  AND  YERBA  BUENA  ISLANDS. 

WHEREAS,  On  May  2,  1997,  the  Board  of  Supervisors  passed  Resolution  No.  380-97, 
authorizing  the  Mayor’s  Treasure  Island  Project  Office  to  establish  a nonprofit  public  benefit 
corporation  known  as  the  Treasure  Island  Development  Authority  (the  “Authority")  to  act  as  a 
single  entity  focused  on  the  planning,  redevelopment,  reconstruction,  rehabilitation,  reuse  and 
conversion  of  former  Naval  Station  Treasure  Island  (the  “Base”)  for  the  public  interest, 
convenience,  welfare  and  common  benefit  of  the  inhabitants  of  the  City  and  County  of  San 
Francisco;  and, 

WHEREAS,  Under  the  Treasure  Island  Conversion  Act  of  1997,  which  amended 
Section  33492.5  of  the  California  Health  and  Safety  Code  and  added  Section  2.1  to  Chapter 
1333  of  the  Statutes  of  1968  (the  “Act”),  the  California  legislature  (i)  designated  the  Authority 
as  a redevelopment  agency  under  California  redevelopment  law  with  authority  over  the  Base 
upon  approval  of  the  City’s  Board  of  Supervisors,  and,  (ii)  with  respect  to  those  portions  of  the 
Base  which  are  subject  to  the  Tidelands  Trust,  vested  in  the  Authority  the  authority  to 
administer  the  public  trust  for  commerce,  navigation  and  fisheries  as  to  such  property;  and, 
WHEREAS,  The  Tidelands  Trust  prohibits  the  sale  of  trust  property  into  private 
ownership,  generally  requires  that  Tidelands  Trust  property  be  accessible  to  the  public  and 
encourages  public-oriented  uses  of  trust  property  that,  among  other  things,  attract  people  to 
the  waterfront,  promote  public  recreation,  protect  habitat  and  preserve  open  space;  and, 

WHEREAS,  Pursuant  to  the  Base  Closure  Community  Redevelopment  and  Homeless 
Assistance  Act  of  1994,  the  Treasure  Island  Homeless  Development  Initiative  (“TIHDI”)  and 


n:\spdproj\mc0hen\m3yoWre 


Page  1 
1/15/99 


1 

2 

3 

4 

<5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 


the  San  Francisco  Redevelopment  Agency  negotiated  a Base  Closure  Homeless  Assistance 
Agreement  and  Option  to  Sublease  Real  Property,  which  was  endorsed  by  the  City’s  Board  of 
Supervisors  and  approved  by  the  United  States  Department  of  Housing  and  Urban 
Development  (as  such  agreement  is  finally  approved  and  adopted  by  the  Authority  and  the 
City,  the  “TIHDI  Agreement”);  and, 

WHEREAS,  Under  the  TIHDI  Agreement,  TIHDI,  among  other  things,  is  granted  the 
right,  upon  the  satisfaction  of  certain  conditions  precedent,  to  have  one  or  more  of  its  member 
organizations  sublease  up  to  90  of  the  housing  units  on  Yerba  Buena  Island  (41  of  which  are 
to  remain  available  to  the  Authority  for  up  to  five  years)  and  up  to  285  housing  units  on 
Treasure  Island  for  homeless  San  Franciscans,  as  more  particularly  described  in  the  TIHDI 
Agreement  (together,  the  “TIHDI  Units") ; and, 

WHEREAS,  The  Authority  and  TIHDI  have  negotiated  a Sublease,  in  substantially  the 
form  of  the  Sublease  attached  hereto  as  Exhibit  A to  be  used  in  connection  with  the  Sublease 
of  86  housing  units  on  the  Base  to  four  separate  TIHDI  Member  organizations;  and, 

WHEREAS,  The  Authority  intends  to  enter  into  the  following  four  subleases  with  TIHDI 
member  organizations:  (i)  30  units  will  be  subleased  by  Catholic  Charities  to  provide 
permanent  housing  and  support  services  to  assist  homeless  families  with  disabilities  and  to 
help  those  families  achieve  residential,  economic  and  personal  stability,  (ii)  18  units  will  be 
subleased  to  Haight  Ashbury  Free  Clinics  to  provide  supervised  transitional  housing  and  24 
hour  care  to  women  and  men  needing  medical  or  psychiatric  care  or  substance  abuse 
treatment,  (iii)  24  units  will  be  subleased  to  Swords  to  Plowshares  to  provide  supportive 
transitional  housing  to  homeless  veterans  for  a period  of  up  to  2 years  while  residents  are 
given  the  skills  and  other  tools  necessary  for  a transition  back  to  self-sufficient  living,  and  (iv) 
14  units  will  be  subleased  to  Walden  House  to  provide  supervised  transitional  housing  for 
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homeless  men  and  women  to  assist  them  in  overcoming  the  barriers  to  achieving  self- 
sufficient  living  (together,  the  “TIHDI  Subleases”). 

WHEREAS,  each  of  the  proposed  TIHDI  Subleases  is  for  a term  of  up  to  15  years,  but 
as  provided  under  the  TIHDI  Agreement,  the  subleases  can  be  “bought  out”  from  available 
developer  proceeds  if  the  premises  are  needed  for  long-term  development  for  the  sum  of 
approximately  $50,000  per  unit,  plus  certain  un-amortized  costs;  and, 

WHEREAS,  No  rent  is  due  under  any  of  the  proposed  TIHDI  subleases,  but  each 
subtenant  is  responsible  for  paying  100%  of  the  operating  costs  of  their  premises,  including, 

(i)  the  costs  of  code  and  seismic  upgrades  and  complying  with  all  applicable  laws,  including 
disabilities  access  laws,  (ii)  utilities  fees,  (iii)  taxes,  (iv)  insurance,  (v)  Navy  CAM  Charges,  and 
(vi)  other  costs  of  operating,  maintaining  and  repairing  the  leased  premises;  and 

WHEREAS,  Pursuant  to  the  TIHDI  Agreement,  each  subtenant  under  a TIHDI 
Sublease  must  demonstrate  to  the  Authority’s  reasonable  satisfaction  that  it  has  in  place  the 
means  to  provide  all  necessary  social  services,  transportation,  goods  and  other  ancillary 
services  necessary  to  meet  the  needs  of  its  resident  occupants  (the  “Service  Plans”);  and, 

WHEREAS,  The  Service  Plans  for  Catholic  Charities,  Haight-Ashbury  Free  Clinics, 
Swords  to  Plowshares  and  Walden  House  are  attached  to  the  form  of  TIHDI  Sublease 
attached  hereto  as  Exhibit  A as  exhibits  A-1-A-4  respectively;  and, 

WHEREAS,  Pursuant  to  the  requirements  of  the  California  Environmental  Quality  Act, 
California  Public  Resources  Code,  Sections  21000  et  seq.,  ("CEQA"),  the  Guidelines  for 
Implementation  of  CEQA,  Title  15  California  Code  of  Regulations  Sections  15000  et  seq., 
("CEQA  Guidelines")  and  Chapter  31  of  the  San  Francisco  Administrative  Code  ("Chapter 
31"),  entitled  Environmental  Quality,  the  San  Francisco  Planning  Department  prepared  two  (2) 
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categorical  exemptions  affecting  the  decision  by  this  Board  of  Directors  to  approve  the 
subleases  that  are  the  subject  of  this  resolution,  and; 

WHEREAS,  On  September  24,  1997,  the  Planning  Department  issued  a Categorical 
Exemption  under  Guidelines  sections  1 5301  (a)  and  1 5301  (d)  on  the  basis  that  the  renovation 
and  occupancy  by  civilians  of  approximately  204  existing  Series  1400  housing  units  would  not 
result  in  a change  in  use  or  intensity  from  previous  uses,  and; 

WHEREAS,  On  November  3,  1997,  the  Planning  Department  issued  a Categorical 
Exemption  under  Guidelines  sections  15301,  15303  and  15304(e)  and  a General  Rule 
Exclusion  under  Guidelines  section  1 5061  (b)(3)  for  the  interim  reuse  of  all  facilities  on 
Treasure  Island,  including  but  not  limited  to  housing  units,  on  the  basis  that  interim  uses  that 
are  consistent  with  the  intensity  and  use  of  said  facilities  as  documented  in  the  1995  Existing 
Conditions  Report  would  not  nor  could  not  have  a reasonable  probability  to  cause  or 
contribute  to  a significant  effect  on  the  environment;  and, 

WHEREAS,  Both  categorical  exemptions  are  attached  to  this  Resolution  as  Exhibit  B 
and  the  1995  Existing  Conditions  Report  is  on  file  with  the  Secretary  of  the  Authority;  Now, 
therefore,  be  it 

RESOLVED,  That  the  Authority  hereby  approves  and  authorizes  the  Executive  Director 
to  enter  into  on  behalf  of  the  Authority  each  of  the  TIHDI  Subleases;  and,  be  it 

FURTHER  RESOLVED,  That  the  Authority  authorizes  the  Executive  Director  to  enter 
into  modifications  to  any  of  the  TIHDI  Subleases  (including,  without  limitation,  the  attachment 
or  modification  of  exhibits)  that  are  in  the  best  interests  of  the  Authority  and  the  City,  do  not 
materially  change  the  terms  of  any  such  TIHDI  Sublease,  and  are  necessary  and  advisable  to 
effectuate  the  purpose  and  intent  of  this  resolution. 
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1 CERTIFICATE  OF  SECRETARY 

2 / hereby  certify  that  I am  the  duly  elected  and  acting  Secretary  of  the  Treasure  Island 

3 Development  Authority,  a California  nonprofit  public  benefit  corporation,  and  that  the  above  Resolution 

4 was  duly  adopted  and  approved  by  the  Board  of  Directors  of  the  Authority  at  a properly  noticed 
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meeting  on  January  20,  199. 
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John  Elberling,  Secretary 


Page  5 
1/15/99 


n:\spctproj\mcohen\mayorMreasure\miaiMindi88.r 


1 EXHIBIT  A 

2 

3 Form  of  TIHDI  Subleases 

4 
<5 

6 

7 

8 
9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21  ! 

22 

23 

24 

25 


Page  6 
1/15/99 


SUBLEASE 


Between 

THE  TREASURE  ISLAND  DEVELOPMENT  AUTHORITY 
As  Sublandlord 


And 


A member  organization  of  the 
Treasure  Island  Homeless  Development  Initiative 
As  Subtenant 


For  the  Sublease  of 

Housing  Units  and  related  premises  located  on 

Former  Naval  Station  Treasure  Island 
San  Francisco,  California 


THIDI.LEA 
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SUBLEASE 


THIS  SUBLEASE  (this  "Sublease"),  dated  as  of , 1998,  is  by 

and  between  the  Treasure  Island  Development  Authority  ("Sublandlord"), 

and a ("Subtenant"). 

This  Sublease  is  made  with  reference  to  the  following  facts  and  circumstances: 

A.  Former  Naval  Station  Treasure  Island  (the  “Base”  or  “Property”)  was  previously 
selected  for  closure  and  disposition  by  the  Base  Realignment  and  Closure 
Commission  in  1993,  acting  under  Public  Law  101-510  and  its  subsequent 
amendments,  and  is  currently  owned  by  the  United  States  of  America,  acting  by  and 
through  the  Department  of  Navy  (“Master  Landlord”). 

B.  In  1994,  a Citizen's  Reuse  Committee,  representing  a broad  spectrum  of  community 
interests,  was  formed  to  review  reuse  planning  efforts  regarding  the  Base  and  to  make 
recommendations  to  the  City  of  San  Francisco’s  (“City’s”)  Planning  Commission  and 
Board  of  Supervisors,  and  in  July  1996,  after  an  extensive  community  planning  effort, 
a Draft  Reuse  Plan  for  Base  was  unanimously  endorsed  by  the  City’s  Mayor,  Board 
of  Supervisors,  Planning  Commission  and  the  Citizens  Reuse  Committee. 

C.  The  Draft  Reuse  Plan  was  forwarded  to  the  Department  of  Defense  in  July  1996  to 
serve  as  the  guiding  document  for  the  Navy  and  the  City  in  their  preparation  of  a joint 
Environmental  Impact  Statement/Environmental  Impact  Report  for  redevelopment  of 
the  Base. 

D.  On  May  2,  1997,  the  Board  of  Supervisors  of  the  City  and  County  of  San  Francisco 
passed  Resolution  No.  244-97-003,  authorizing  the  Mayor’s  Treasure  Island  Project 
Office  (the  “Project  Office”)  to  establish  the  Sublandlord  as  a nonprofit  public  benefit 
corporation  for  the  purpose  of  overseeing  and  implementing  the  redevelopment, 
reconstruction,  rehabilitation,  reuse  and  conversion  of  the  Base  for  the  public  interest, 
convenience,  welfare  and  common  benefit  of  the  inhabitants  of  the  Sublandlord. 

E.  Under  the  Treasure  Island  Conversion  Act  of  1997,  which  amended  Section  33492.5 
of  the  California  Health  and  Safety  Code  and  added  Section  2.1  to  Chapter  1333  of 
the  Statutes  of  1968  (the  “Act”),  the  California  legislature  (i)  designated  the 
Sublandlord  as  a redevelopment  agency  under  California  redevelopment  law  with 
authority  over  the  Base,  and,  (ii)  with  respect  to  those  portions  of  the  Base  which  are 
former  tide  or  submerged  lands,  vested  in  the  Sublandlord  the  authority  to  administer 
the  public  trust  for  commerce,  navigation  and  fisheries  as  to  such  property. 

F.  Under  the  Act  and  the  Sublandlord’s  Articles  of  Incorporation  and  Bylaws,  the 
Sublandlord  has  the  power  and  authority,  subject  to  applicable  laws,  to  sell,  sublease, 
exchange,  transfer,  convey  or  otherwise  grant  interests  in  or  rights  to  use  or  occupy 
all  or  any  portion  of  the  real  property  located  on  the  Base. 

G.  Pursuant  to  the  Base  Closure  Community  Redevelopment  and  Homeless  Assistance 
Act  of  1994,  the  Treasure  Island  Homeless  Development  Initiative  (“TIHDI”)  and  the 
San  Francisco  Redevelopment  Agency  negotiated  a Base  Closure  Homeless 
Assistance  Agreement  and  Option  to  Sublease  Real  Property,  which  was  endorsed  by 
the  City’s  Board  of  Supervisors  and  approved  by  the  United  States  Department  of 
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Housing  and  Urban  Development  (as  such  agreement  is  finally  approved  and  adopted 
by  the  Authority  and  the  City,  the  “TIHDI  Agreement”). 

H.  Under  the  TIHDI  Agreement,  TIHDI,  among  other  things,  is  granted  the  right,  upon 
the  satisfaction  of  certain  conditions  precedent,  to  have  one  or  more  of  its  member 
organizations  sublease  up  to  90  of  the  housing  units  on  Yerba  Buena  Island  (41  of 
which  are  to  remain  available  to  the  Sublandlord  for  up  to  five  years)  and  up  to  285 
housing  units  on  Treasure  Island  for  homeless  San  Franciscans,  as  more  particularly 
described  in  the  TIHDI  Agreement  (together,  the  “TIHDI  Units" ) . 

I.  Pursuant  to  a separate  agreement  between  TIHDI  and  the  Sublandlord,  dated 

(the  “Sharing  Agreement”),  Sublandlord  will  utilize  in  connection 

with  its  sublease  to  the  John  Stewart  Company  1 12  of  the  TIHDI  Units  and  TIHDI 
will  receive  a percentage  of  the  net  revenues  generated  by  such  1 12  units. 

J.  Subtenant  is  a member  organization  of  TIHDI  and  has  prepared  a plan  for  the 
[describe  type  of  population,  social  service  components  and  other  services]  (the 
“Plan”),  a copy  of  which  Plan  is  attached  hereto  as  Exhibit  A and  has  been  approved 
by  the  Sublandlord. 

K.  For  the  purpose  of  this  Sublease  and  other  subleases  with  TIHDI  member 
organizations,  Master  Landlord  and  Sublandlord  entered  into  a lease  dated 

1998  (the  “Master  Lease”),  a copy  of  which  is  attached  hereto  as. 

Exhibit  B.  Under  the  Master  Lease,  Master  Landlord  leased  to  Sublandlord,  among 

other  things, units  of  unoccupied  housing  on  the  Base,  as  well  as  certain  related 

facilities  and  common  areas. 

L.  The  Plan  requires  the  use  of  approximately housing  units  and  certain  related 

facilities  on  the  Base,  all  as  more  particularly  shown  on  Exhibit  C attached  hereto 
(together,  the  “Premises”) 

NOW  THEREFORE,  in  consideration  of  the  foregoing,  and  other  good  and  valuable 

consideration,  Sublandlord  and  Subtenant  hereby  agree  as  follows: 

1.  PREMISES 

1.1.  Subleased  Premises.  Subject  to  the  terms,  covenants  and  conditions  of  this 
Sublease,  Sublandlord  subleases  to  Subtenant  the  Premises,  including  the 
improvements  thereon. 

1.2.  As  Is  Condition  of  Premises. 

1.2.1.  Inspection  of  Premises.  Subtenant  represents  and  warrants  that 
Subtenant  has  conducted  a thorough  and  diligent  inspection  and 
investigation,  either  independently  or  through  its  officers,  directors, 
employees,  agents,  affiliates,  subsidiaries,  licensees  and  contractors,  and 
their  respective  heirs,  legal  representatives,  successors  and  assigns,  and  each 
of  them,  (“Subtenant's  Agents”)  of  the  Premises  and  the  suitability  of  the 
Premises  for  Subtenant's  intended  use.  Subtenant  is  fully  aware  of  the  needs 
of  its  operations  and  has  determined,  based  solely  on  its  own  investigation 
that  the  Premises  are  suitable  for  its  operations  and  intended  uses.  As  part  of 
its  inspection  of  the  Premises,  Subtenant  acknowledges  its  receipt  and 
review  of  the  Seismic  Report  and  the  Structural  Report  referenced  in  Section 
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1.2.2  below  and  the  Joint  Inspection  Report  referenced  in  Section  [6]  of  the 
Master  Lease. 

1.2.2.  As  Is:  Disclaimer  of  Representations.  Subtenant  acknowledges  and 
agrees  that  the  Premises  are  being  subleased  and  accepted  in  their  "AS  IS, 
WITH  ALL_F AULTS"  condition,  without  representation  or  warranty  of  any 
kind,  and  subject  to  all  applicable  laws,  statutes,  ordinances,  resolutions, 
regulations,  proclamations,  orders  or  decrees  of  any  municipal,  county,  state 
or  federal  government  or  other  governmental  or  regulatory  authority  with 
jurisdiction  over  the  Premises,  or  any  portion  thereof,  whether  currently  in 
effect  or  adopted  in  the  future  and  whether  or  not  in  the  contemplation  of  the 
Parties,  including  without  limitation  the  orders  and  citations  of  any 
regulatory  authority  with  jurisdiction  over  life  and  safety  issues  concerning 
the  Premises  (“Laws”)  governing  the  use,  occupancy,  management, 
operation  and  possession  of  the  Premises.  Without  limiting  the  foregoing, 
this  Sublease  is  made  subject  to  any  and  all  covenants,  conditions, 
restrictions,  easements  and  other  title  matters  affecting  the  Premises,  or  any 
portion  thereof,  whether  or  not  of  record.  Subtenant  acknowledges  and 
agrees  that  neither  Sublandlord  nor  any  of  its  officers,  directors,  employees, 
agents,  affiliates,  subsidiaries,  licensees  and  contractors,  and  their  respective 
heirs,  legal  representatives,  successors  and  assigns  (“Sublandlord’s 
Agents”)  have  made,  and  Sublandlord  hereby  disclaims,  any  representations 
or  warranties,  express  or  implied,  concerning  (i)  title  or  survey  matters 
affecting  the  Premises,  (ii)  the  physical,  geological,  seismological  or 
environmental  condition  of  the  Premises,  including,  without  limitation,  the 
matters  described  in  the  Seismic  Report  (as  defined  below)  (iii)  the  quality, 
nature  or  adequacy  of  any  utilities  serving  the  Premises,  (iv)  the  feasibility, 
cost  or  legality  of  constructing  any  Alterations  on  the  Premises  if  required 
for  Subtenant's  use  and/or  otherwise  permitted  under  this  Sublease,  (v)  the 
safety  of  the  Premises,  whether  for  the  use  of  Subtenant  or  any  other  person, 
including  Subtenant’s  Agents  or  Subtenant’s  clients,  customers,  vendors, 
invitees,  guests,  members,  licensees,  assignees  or  subtenants,  including  any 
residents  or  service  providers  under  the  Plan  (“Subtenant’s  Invitees”),  or  (vi) 
any  other  matter  whatsoever  relating  to  the  Premises  or  their  use,  including, 
without  limitation,  any  implied  warranties  of  merchantability  or  fitness  for  a 
particular  purpose. 

1.2.3.  Seismic  Report.  Without  limiting  Section  1.2.2  above,  Subtenant 
expressly  acknowledges  for  itself  and  Subtenant’s  Agents  that  it  received 
and  read  that  certain  report  dated  August  1995,  entitled  “ Treasure  Island 
Reuse  Plan:  Physical  Characteristics,  Building  and  Infrastructure 
Conditions,  ” prepared  for  the  Office  of  Military  Base  Conversion, 
Department  of  City  Planning,  and  the  Redevelopment  Agency  of  the  City 
and  County  of  San  Francisco,  (the  “Seismic  Report”),  a copy  of  the  cover 
page  of  which  is  attached  hereto  as  Exhibit  D-l.  Subtenant  has  had  an 
adequate  opportunity  to  review  the  Seismic  Report  with  expert  consultants 
of  its  own  choosing.  The  Seismic  Report,  among  other  matters,  describes 
the  conditions  of  the  soils  on  the  Property  and  affecting  the  Premises  and 
points  out  that  in  the  area  of  the  Property  where  many  portions  of  the 
Premises  are  located,  an  earthquake  of  magnitude  7 or  greater  is  likely  to 
cause  the  ground  under  and  around  the  Premises  to  spread  laterally  to  a 
distance  of  ten  (10)  or  more  feet  and/or  result  in  other  risks.  In  that  event, 
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there  is  a significant  risk  that  structures  or  improvements  located  on  or  about 
the  Premises  may  fail  structurally  and  collapse. 


1.2.4.  Structural  report.  Without  limiting  Section  1,2.2  above,  Subtenant 
expressly  acknowledges  for  itself  and  Subtenant’s  Agents  that  it  received 
and  read  that  certain  Treasure  Island  Study,  Seismic  Evaluation  of  the  1440 

Series  Housing  prepared  by  SOH  and  Associates,  dated , 

a copy  of  the  cover  page  of  which  is  attached  hereto  as  Exhibit  D-2  (the 
“Structural  Report”).  The  Structural  Report,  among  other  matters,  notes  that 
the  housing  units  located  in  the  1400  Series  housing  do  not  currently  meet 
the  Federal  government’s  FEMA-178  seismic  life-safety  standards  and  that 
such  housing  units  may  not  provide  life-safety  for  occupants  in  the  event  of 
an  earthquake  unless  certain  seismic  upgrades  are  completed.  As  provided 
in  Sections  6.1  and  9.1  below,  the  completion  of  improvements  necessary  to 
bring  the  Premises  into  compliance  with  the  FEMA-178  seismic  life-safety 
standards  is  a condition  precedent  to  this  Sublease. 

2.  COMPLIANCE  WITH  MASTER  LEASE 

2. 1 . Incorporation  by  Reference.  All  of  the  terms  and  conditions  of  the  Master 
Lease  are  hereby  incorporated  by  reference  into  this  Sublease  as  if  fully  set  forth 
herein 

2.2.  Compliance  with  Master  Lease.  Subtenant  shall  not  do  or  permit  to  be  done 
anything  which  would  constitute  a violation  or  a breach  of  any  of  the  terms, 
conditions  or  provisions  of  the  Master  Lease  or  which  would  cause  the  Master 
Lease  to  be  terminated  or  forfeited  by  virtue  of  any  rights  of  termination  reserved 
by  or  vested  in  the  Master  Landlord.  Subtenant  shall  cooperate  with  Sublandlord 
as  may  be  required  to  obtain  from  Master  Landlord  any  work,  services,  repairs, 
repainting,  restoration,  the  provision  of  utilities,  ventilation  or  air-conditioning 
services,  or  the  performance  of  any  of  Sublandlord’s  or  Master  Landlord’s 
obligations  under  the  Master  Lease. 

2.3.  Automatic  Termination.  If  the  Master  Lease  terminates  for  any  reason 
whatsoever,  this  Sublease  shall  automatically  terminate  and  the  Parties  shall 
thereafter  be  relieved  from  all  liabilities  and  obligations  under  this  Sublease, 
except  for  liabilities  and  obligations  which  expressly  survive  termination  of  this 
Sublease.  Subtenant  acknowledges  and  agrees  that  it  has  reviewed  the  Master 
Lease,  is  aware  of  the  circumstances  upon  which  the  Master  Lease  may  be 
terminated  and  hereby  assumes  all  risks  associated  with  the  automatic 
termination  of  this  Sublease  because  of  the  termination  of  the  Master  Lease. 

3.  TERM 

3.1.  Term  of  Sublease.  The  Premises  are  subleased  for  a term  (the  “Initial  Term”) 

of ( ) years  commencing  on (the  “Commencement  Date”) 

and  expiring  on (the  “Expiration  Date”),  unless  sooner 

terminated  or  extended  pursuant  to  the  terms  of  this  Sublease. 

3.2.  Extension  Option. 
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3.2.1.  Option  to  Extend  Term.  Sublandlord  grants  to  Subtenant (_) 

successive -year  options  (each  an  “Extension  Term”)  to  extend  the  Term 

of  this  Sublease  as  to  the  entire  Premises  only  (the  "Extension  Options") 
each  commencing  upon  the  then  applicable  Expiration  Date  upon  the 
following  terms  and  conditions.  Subtenant  may  exercise  either  Extension 
Option  at  any  time  during  the  Term,  but  if  it  determines  to  do  so  it  must  give 

written  notice  to  Sublandlord  thereof  not  less  than ( ) days  prior  to 

the  expiration  of  the  Initial  Term  and,  if  applicable, (__)  days  prior 

to  the  expiration  of  the  first  Extension  Term.  Any  such  notice  by  Subtenant 
shall  be  irrevocable  by  Subtenant.  If  any  event  of  default  by  Subtenant  is 
outstanding  hereunder  either  at  the  time  of  Subtenant's  exercise  of  the 
Extension  Option  or  at  any  time  prior  to  the  first  day  of  any  Extension  Term 
(or  if  any  event  shall  have  occurred  which  with  the  giving  of  notice  or  the 
passage  of  time  or  both  would  constitute  such  a default),  then  Sublandlord 
may  elect  by  notice  to  Subtenant  to  reject  Subtenant's  exercise  of  the 
Extension  Option,  whereupon  the  Extension  Option  shall  be  null  and  void. 

3.2.2.  Terms  and  Conditions.  If  Subtenant  elects  to  exercise  the  Extension 
Option,  then  the  sublease  for  the  Extension  Term  shall  cover  the  entire 
Premises  and  shall  be  upon  all  of  the  terms,  covenants  and  conditions  of  this 
Sublease. 

3.3.  Effective  Date.  This  Sublease  shall  become  effective  on  the  date  (the 
"Effective  Date")  upon  which  (i)  the  Parties  hereto  have  duly  executed  and 
delivered  this  Sublease  and  (ii)  Sublandlord’s  Board  of  Directors  [and  the  City’s 
Board  of  Supervisors]  have  approved  this  Sublease. 

3.4.  Buy-Out  Clause.  In  the  event  Sublandlord  enters  into  an  agreement  with  a 
private-sector  or  non-profit  entity  other  than  TIHDI  or  a TIHDI  member 
organization  (a  “Developer”)  to  develop  all  or  part  of  the  Premises  (the  “Reverter 
Premises”),  this  Sublease  shall  terminate  and  Subtenant  shall  vacate  the  Reverter 
Premises  on  the  following  conditions: 

3.4.1.  Subtenant  shall  vacate  and  surrender  the  Reverter  Premises  in 
accordance  with  the  provisions  of  Section  17  of  this  Sublease  within  180 
days  of  Subtenant’s  receipt  of  written  notice  thereof  from  Sublandlord. 

3.4.2.  Prior  to  the  expiration  of  such  notice  period,  Sublandlord  shall  pay  to 
Subtenant  out  of  all  proceeds  received  from  such  Developer  for  the  Reverter 
Premises  the  Replacement  Set-Aside  described  in  the  TIHDI  Agreement  or, 
in  lieu  of  such  Replacement  Set-Aside,  Sublandlord  may  elect  to  provide 
Subtenant  with  an  equal  number  of  comparably  clustered  replacement  units 
elsewhere  on  the  Base  of  comparable  size  and  condition  as  contained  in  the 
Reverter  Premises. 

4.  TRIPLE  NET  LEASE 

4. 1 . Subtenant’s  Responsibility  to  pay  Expenses.  This  is  a “triple  net”  Sublease. 
Accordingly,  Subtenant  shall  be  responsible  for  any  and  all  charges,  costs  and 
expenses  related  to  its  use,  occupancy,  operation  or  enjoyment  of  the  Premises  or 
any  Alterations  permitted  thereon,  including,  without  limitation,  the  costs 
described  in  this  Section  4 (“Expenses”)  and  any  late  charges,  interest  or 
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penalties  due  and  owing  as  a result  of  Subtenant’s  failure  to  pay  such  Expenses 
when  due. 

4.2.  Taxes  and  Assessments.  Licenses,  Permit  Fees  and  Liens. 


4.2. 1 . Payment  Responsibility.  Subtenant  shall  pay  any  and  all  real  and 
personal  property  taxes,  including,  but  not  limited  to,  possessory  interest 
taxes,  general  and  special  assessments,  excises,  licenses,  permit  fees  and 
other  charges  and  impositions  of  every  description  levied  on  or  assessed 
against  the  Premises,  any  Alterations,  Subtenant's  Personal  Property,  or 
Subtenant's  use  of  the  Premises  or  any  Alterations  during  the  Term. 
Subtenant  shall  make  all  such  payments  directly  to  the  charging  authority 
when  due  and  payable  and  at  least  ten  (10)  days  prior  to  delinquency. 
However,  with  respect  to  real  property  taxes  and  assessments  levied  on  or 
assessed  against  the  Premises  for  which  Sublandlord  receives  the  tax  bill 
directly  from  the  taxing  authority,  Subtenant  shall  reimburse  Sublandlord  for 
payment  of  such  sums  immediately  upon  demand. 

4.2.2.  Taxability  of  Possessory  Interest.  Without  limiting  the  foregoing, 
Subtenant  recognizes  and  agrees  that  this  Sublease  may  create  a possessory 
interest  subject  to  property  taxation  and  that  Subtenant  may  be  subject  to  the 
payment  of  property  taxes  levied  on  such  interest. 

4.2.3.  No  Liens.  Subtenant  shall  not  allow  or  suffer  a lien  for  any  taxes 
payable  by  Subtenant  hereunder  to  be  imposed  upon  the  Premises  or  upon 
any  equipment  or  other  property  located  thereon  without  discharging  the 
same  as  soon  as  practicable,  and  in  no  event  subsequent  to  delinquency. 

4.2.4.  Reporting  Information.  Subtenant  agrees  to  provide  such  information 
as  Sublandlord  may  request  to  enable  Sublandlord  to  comply  with  any 
possessory  interest  tax  reporting  requirements  applicable  to  this  Sublease. 

4.2.5.  Evidence  of  Payment.  Subtenant  shall,  upon  Sublandlord’s  request, 
furnish  to  Sublandlord  within  ten  (10)  days  after  the  date  when  any  charges 
are  due  and  payable,  official  receipts  of  the  appropriate  taxing  authority  or 
other  evidence  reasonably  satisfactory  to  Sublandlord,  evidencing  payment 
thereof. 

4.3.  Utilities.  Sublandlord  shall  provide  to  the  Premises  and  Subtenant  shall  pay 
for  the  basic  building  utilities  and  services  described  in  the  attached  Exhibit  E. 
(the  “Standard  Utilities  and  Services”).  Subtenant  shall  pay  all  amounts  due  and 
owing  for  such  Standard  Utilities  and  Services  at  the  rates  provided  in  and  as 
otherwise  set  forth  in  Exhibit  E.  Subtenant  shall  further  be  responsible  for 
paying  all  costs  of  maintaining  and  repairing  such  utilities  as  set  forth  in  Exhibit 
E.  Subtenant  shall  be  responsible  for  furnishing,  at  its  sole  costs,  any  utilities  or 
services  other  than  or  in  excess  of  the  Standard  Utilities  and  Services  that 
Subtenant  may  need  for  its  use  of  the  Premises. 

4.4.  Navy  Cam  Charges.  Subtenant  shall  pay  all  amounts  due  and  owing  to  the 
Master  Landlord  under  the  Master  Lease,  including  any  Common  Area 
Maintenance  Charges  due  thereunder  (“Navy  CAM  Charges”).  The  current 

Navy  CAM  Charges  for  the  Premises  are  $ per  month  and  are 

due  and  payable  on  the  first  day  of  each  month  of  the  Term. 
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5.  USE;  COVENANTS  TO  PROTECT  PREMISES 


5.1 . Subtenant's  Permitted  Use.  Subtenant  may  use  the  Premises  for  the  purposes 
of  the  Plan  described  on  Exhibit  A attached  hereto,  and  for  no  other  purpose. 

5.2.  Subtenant’s  Access  to  the  Premises.  As  provided  in  Section  [30]  of  the 
Master  Lease,  Subtenant  will  have  access  to  the  Premises  on  a 24-hour,  seven- 
days-a-week  basis,  provided  however  that  Subtenant  shall  coordinate  such  access 
with  the  local  representative  of  Master  Landlord. 

5.3.  Rules  and  Regulations.  Subtenant  agrees  to  adhere  to  all  rules  and  regulations 
regarding  security,  ingress,  egress,  safety  and  sanitation  applicable  to  the 
Premises  or  the  Property,  as  such  rules  and  regulations  may  be  prescribed  by 
Master  Landlord  or  Sublandlord  from  time  to  time  and  which  are  provided  to 
Subtenant  in  advance  of  the  enforcement  thereof. 

5.4.  Easements.  This  Sublease  shall  be  subject  to  all  outstanding  easements  and 
rights-of-way  for  location  of  any  type  of  facility  over,  across,  in,  and  upon  the 
Premises  or  any  portion  thereof,  and  to  the  right  of  Master  Landlord  to  grant  such 
additional  easements  and  rights-of-way  over,  across,  in  and  upon  the  Premises  as 
Master  Landlord  shall  determine  to  be  in  the  public  interest  (“Additional 
Easements”),  provided  that,  as  provided  in  Section  [29]  of  the  Master  Lease, 
Master  Landlord  shall  use  its  best  efforts  to  minimize  any  interference  with 
Subtenant’s  operations  hereunder  caused  by  the  granting  of  any  such  Additional 
Easements  and  the  granting  of  such  Additional  Easements  shall  be  conditioned 
on  the  assumption  by  the  grantee  thereof  of  liability  to  Subtenant  for  such 
damages  as  Subtenant  shall  suffer  for  property  destroyed  or  property  rendered 
unusable  on  account  of  the  grantee’s  exercise  of  its  rights  thereunder.  There  is 
hereby  reserved  to  the  holders  of  such  Additional  Easements  as  are  presently 
outstanding  or  which  may  hereafter  be  granted,  to  any  workers  officially  engaged 
in  the  construction,  installation,  maintenance,  operation,  repair  or  replacement  of 
facilities  located  thereon,  and  to  any  federal,  state  or  local  official  engaged  in  the 
official  inspection  thereof,  such  reasonable  rights  of  ingress  and  egress  over  the 
Premises  as  shall  be  necessary  for  the  performance  of  their  duties  with  regard  to 
such  facilities. 

5.5.  No  Interference  with  Navy  Operations.  Subtenant  shall  not  conduct 
operations,  nor  make  any  Alterations  (as  defined  below),  that  would  interfere 
with  or  otherwise  restrict  Master  Landlord’s  operations  or  environmental  clean- 
up or  restoration  actions  by  the  Master  Landlord,  Sublandlord,  the  Environmental 
Protection  Agency,  the  State  of  California  or  their  contractors.  Environmental 
clean-up,  restoration  or  testing  activities  by  these  parties  shall  take  priority  over 
the  Subtenant’s  use  of  the  Premises  in  the  event  of  any  conflict,  provided, 
however,  in  such  event,  Master  Landlord  and  Sublandlord  shall  use  their  best 
efforts  to  minimize  any  disruption  of  Subtenant’s  operations  hereunder. 

5.6.  No  Unlawful  Uses.  Nuisances  or  Waste.  Without  limiting  the  foregoing, 
Subtenant  shall  not  use,  occupy  or  permit  the  use  or  occupancy  of  any  of  the 
Premises  in  any  unlawful  manner  or  for  any  illegal  purpose,  or  permit  any 
unlawful  offensive,  noisy  or  hazardous  use  or  any  waste  on  or  about  the  Premises 
(“Nuisances  or  Hazards”).  Subtenant  shall  eliminate  any  Nuisances  or  Hazards 
relating  to  its  activities  on  or  about  the  Premises.  Subtenant  shall  not  conduct 
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any  business,  place  any  sales  display,  or  advertise  in  any  manner  in  areas  outside 
the  Premises  or  on  or  about  the  Property,  except  as  specifically  provided  in  the 
Plan. 

6.  ALTERATIONS 

6. 1.  Required  Alterations.  Prior  to  occupancy  under  this  Sublease  and  as  a 
material  condition  hereof,  Subtenant  shall  make  and  complete  the  improvements 
to  the  Premises  described  on  Exhibit  F hereto  (the  “Required  Alterations”). 

6.2.  Other  Alterations.  Subtenant  shall  not  construct,  install,  make  or  permit  to  be 
made  any  alterations,  installations  or  additions  in,  to  or  about  the  Premises  that 
would  require  the  issuance  of  a building  permit  under  applicable  Laws 
(“Alterations”),  other  than  the  Required  Alterations,  without  Sublandlord's  prior 
written  consent  in  each  instance,  which  consent  may  be  given  or  withheld  in 
Sublandlord’s  sole  and  absolute  discretion.  Any  Alterations,  including  the 
Required  Alterations  shall  be  done  at  Subtenant's  sole  expense  (i)  in  strict 
accordance  with  plans  and  specifications  approved  in  advance  by  Sublandlord  in 
writing,  (ii)  by  duly  licensed  and  bonded  contractors  or  mechanics  approved  by 
Sublandlord,  (iii)  in  a good  and  professional  manner,  (iv)  in  strict  compliance 
with  all  Laws,  and  (v)  subject  to  all  other  conditions  that  Sublandlord  may 
reasonably  impose.  In  no  event  shall  the  construction,  installation  or  the  making 
of  any  Alterations  impair  the  use  or  operation  of  the  Property,  or  any  portion 
thereof,  or  Sublandlord's  or  Master  Landlord’s  access  thereto.  Prior  to  the 
commencement  of  any  work  on  the  Premises  to  construct  any  Alterations, 
Subtenant,  at  its  sole  expense,  shall  procure  all  required  permits  and  approvals 
and  shall  promptly  upon  receipt  deliver  copies  of  all  such  documents  to 
Sublandlord.  No  material  changes  from  the  plans  and  specifications  approved 
by  Sublandlord  may  be  made  without  Sublandlord's  prior  consent.  Sublandlord 
and  Sublandlord’s  Agents  shall  have  the  right  to  inspect  the  course  of  such 
construction  at  all  times  during  normal  business  hours. 

6.3.  Ownership  of  Alterations.  Any  Alterations  constructed  on  or  affixed  to  the 
Premises  by  or  on  behalf  of  Subtenant  pursuant  to  the  terms  and  limitations  of 
this  Section  6 shall  be  and  remain  Subtenant's  property  during  the  Term.  Upon 
the  termination  of  this  Sublease,  Subtenant  shall  remove  all  such  Alterations, 
other  than  the  Required  Alterations,  from  the  Premises  in  accordance  with  the 
provisions  of  Section  17  hereof,  unless  Sublandlord,  at  its  sole  option  and 
without  limiting  any  of  the  provisions  of  this  Section  6,  requires  as  a condition  to 
approval  of  any  such  Alterations  that  the  Alterations  remain  on  the  Premises 
following  the  expiration  or  termination  of  this  Sublease  or  unless  Sublandlord  as 
a condition  of  such  approval  reserves  the  right  to  elect  by  notice  to  Subtenant  not 
less  than  sixty  (60)  days  prior  to  the  end  of  the  Term  to  have  such  Alterations 
remain  on  the  Premises. 

6.4.  Subtenant's  Personal  Property.  All  furniture,  furnishings  and  articles  of 
movable  personal  property  and  equipment  installed  in  the  Premises  by  or  for  the 
account  of  Subtenant  that  can  be  removed  without  structural  or  other  material 
damage  to  the  Premises  (all  of  which  are  herein  called  "Subtenant's  Personal 
Property")  shall  be  and  remain  the  property  of  Subtenant  and  may  be  removed  by 
it  subject  to  the  provisions  of  Section  17  hereof. 
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7.  REPAIRS  AND  MAINTENANCE 


7.1.  Subtenant  Responsible  for  Maintenance  and  Repair.  Subtenant  assumes  full 
and  sole  responsibility  for  the  condition,  operation,  repair  and  maintenance  and 
management  of  the  Premises  from  and  after  the  Commencement  Date  and  shall 
keep  the  Premises  in  good  condition  and  repair.  Sublandlord  shall  not  be 
responsible  for  the  performance  of  any  repairs,  changes  or  alterations  to  the 
Premises,  nor  shall  Sublandlord  be  liable  for  any  portion  of  the  cost  thereof. 
Subtenant  shall  make  all  repairs  and  replacements,  interior  and  exterior, 
structural  as  well  as  non-structural,  ordinary  as  well  as  extraordinary,  foreseen 
and  unforeseen,  which  may  be  necessary  to  maintain  the  Premises  at  all  times  in 
clean,  safe,  attractive  and  sanitary  condition  and  in  good  order  and  repair,  to 
Sublandlord's  and  Master  Landlord’s  reasonable  satisfaction.  If  any  portion  of 
the  Premises  is  damaged  by  any  activities  conducted  by  Subtenant  or  Subtenant’s 
Agents  or  Subtenant’s  Invitees  hereunder,  Subtenant  shall  immediately,  at  its 
sole  cost,  repair  all  such  damage  and  restore  the  Premises  to  its  previous 
condition. 

7.2.  Other  maintenance  Services.  Without  limiting  any  of  its  other  obligations 
hereunder,  Subtenant  shall  provide  and  perform,  or  cause  to  be  provided  and 
performed,  at  its  sole  cost,  (i)  reasonable  janitorial  services  for  the  exterior  and 
interior  positions  of  the  Premises,  (ii)  pest  control  services  required  within  the 
Premises,  keeping  the  Premises  free  of  all  pests  at  all  times  and  (iii)  the  removal 
of  trash  and  debris  from  the  Premises  on  a regular  basis. 

7.3.  No  Right  to  Repair  and  Deduct.  Subtenant  expressly  waives  the  benefit  of 
any  existing  or  future  Laws  or  judicial  or  administrative  decision  that  would 
otherwise  permit  Subtenant  to  make  repairs  or  replacements  at  Sublandlord's 
expense,  or  to  terminate  this  Sublease  because  of  Sublandlord's  failure  to  keep 
the  Premises  or  any  part  thereof  in  good  order,  condition  or  repair,  or  to  abate  or 
reduce  any  of  Subtenant's  obligations  hereunder  on  account  of  the  Premises  or 
any  part  thereof  being  in  need  of  repair  or  replacement.  Without  limiting  the 
foregoing,  Subtenant  expressly  waives  the  provisions  of  California  Civil  Code 
Sections  1932,  1941  and  1942  or  any  similar  Laws  with  respect  to  any  right  of 
Subtenant  to  terminate  this  Sublease  and  with  respect  to  any  obligations  of 
Sublandlord  hereunder. 

8.  MECHANICS  LIENS 

8.1.  Subtenant  shall  keep  the  Premises  free  from  any  liens  arising  out  of  any  work 
performed,  material  furnished  or  obligations  incurred  by  or  for  Subtenant.  In  the 
event  Subtenant  does  not,  within  thirty  (30)  days  following  the  imposition  of  any 
such  lien,  cause  the  lien  to  be  released  of  record  by  payment  or  posting  of  a 
proper  bond,  Sublandlord  shall  have  in  addition  to  all  other  remedies  provided 
herein  and  by  law  or  equity  the  right,  but  not  the  obligation,  to  cause  the  same  to 
be  released  by  such  means  as  it  shall  deem  proper,  including,  but  not  limited  to, 
payment  of  the  claim  giving  rise  to  such  lien.  All  such  sums  paid  by  Sublandlord 
and  all  expenses  it  incurs  in  connection  therewith  (including,  without  limitation, 
reasonable  attorneys'  fees)  shall  be  payable  to  Sublandlord  by  Subtenant  upon 
demand.  Sublandlord  shall  have  the  right  at  all  times  to  post  and  keep  posted  on 
the  Premises  any  notices  permitted  or  required  by  law  or  that  Sublandlord  deems 
proper  for  its  protection  and  protection  of  the  Premises  from  mechanics'  and 
materialmen's  liens.  Subtenant  shall  give  Sublandlord  at  least  fifteen  (15)  days' 


9 

N:\SPCLPROJ\MCOHEN\MAYOR\TREASURE\THIDI\TIHDI976.LEA 


prior  written  notice  of  the  commencement  of  any  repair  or  construction  on  any  of 
the  Premises. 

9.  COMPLIANCE  WITH  LAWS 

9. 1 . Compliance  with  Laws.  Subtenant  shall  promptly,  at  its  sole  expense, 
maintain  the  Premises  and  Subtenant’s  use  and  operations  thereon  in  strict 
compliance  at  all  times  with  all  present  and  future  Laws,  whether  foreseen  or 
unforeseen,  ordinary  as  well  as  extraordinary,  related  to  Subtenant’s  use  of  the 
Premises.  Such  Laws  shall  include,  without  limitation,  all  Laws  relating  to 
health  and  safety  and  disabled  accessibility  including,  without  limitation,  the 
Americans  with  Disabilities  Act,  42  U.S.C.S.  §§  12101  et  seq.  and  Title  24  of  the 
California  Code  of  Regulations,  all  present  and  future  Environmental  Laws  (as 
defined  in  this  Sublease  below).  No  occurrence  or  situation  arising  during  the 
Term,  nor  any  present  or  future  Law,  whether  foreseen  or  unforeseen,  and 
however  extraordinary,  shall  give  Subtenant  any  right  to  seek  redress  against 
Sublandlord  for  failing  to  comply  with  any  Laws.  Subtenant  waives  any  rights 
now  or  hereafter  conferred  upon  it  by  any  existing  or  future  Law  to  compel 
Sublandlord  to  make  any  repairs  to  comply  with  any  such  Laws,  on  account  of 
any  such  occurrence  or  situation 

9.2.  Certificates  of  Occupancy.  Without  limiting  the  generality  of  Section  9.1 
above.  Subtenant  shall,  at  its  sole  cost,  obtain  all  required  certificates  of 
occupancy  from  the  City’s  Department  of  Building  Inspection  necessary  to 
comply  with  applicable  Laws,  including  certification  that  the  Premises  satisfy  the 
FEMA-1 78  seismic  life-safety  standard,  prior  to  use  and  occupancy  of  the 
Premises. 

9.3.  Regulatory  Approvals. 

9.3.1.  Responsible  Party.  Subtenant  understands  and  agrees  that  Subtenant's 
use  of  the  Premises  and  construction  of  Alterations  permitted  hereunder  may 
require  authorizations,  approvals  or  permits  from  governmental  regulatory 
agencies  with  jurisdiction  over  the  Premises.  Subtenant  shall  be  solely 
responsible  for  obtaining  any  and  all  such  regulatory  approvals,  including 
without  limitation  any  liquor  permits  or  approvals.  Subtenant  shall  not  seek 
any  regulatory  approval  without  first  obtaining  the  written  consent  of 
Sublandlord.  Subtenant  shall  bear  all  costs  associated  with  applying  for, 
obtaining  and  maintaining  any  necessary  or  appropriate  regulatory  approval 
and  shall  be  solely  responsible  for  satisfying  any  and  all  conditions  imposed 
by  regulatory  agencies  as  part  of  a regulatory  approval.  Any  fines  or 
penalties  levied  as  a result  of  Subtenant's  failure  to  comply  with  the  terms 
and  conditions  of  any  regulatory  approval  shall  be  immediately  paid  and 
discharged  by  Subtenant,  and  Sublandlord  shall  have  no  liability,  monetary 
or  otherwise,  for  any  such  fines  or  penalties.  Subtenant  shall  indemnify, 
protect,  defend  and  hold  harmless  forever  (‘Indemnify”)  the  Sublandlord, 
including,  but  not  limited  to,  its  officers,  directors,  employees,  agents, 
affiliates,  subsidiaries,  licensees,  contractors,  boards,  commissions, 
departments,  agencies  and  other  subdivisions  and  each  of  the  persons  acting 
by,  through  or  under  each  of  them,  and  their  respective  heirs,  legal 
representatives,  successors  and  assigns,  and  each  of  them  (the  “Indemnified 
Parties”)  against  any  and  all  claims,  demands,  losses,  liabilities,  damages, 
liens,  injuries,  penalties,  fines,  lawsuits  and  other  proceedings,  judgments 
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and  awards  and  costs  and  expenses,  including,  without  limitation,  reasonable 
attorneys'  and  consultants'  fees  and  costs  (“Losses”)  arising  in  connection 
with  Subtenant's  failure  to  obtain  or  comply  with  the  terms  and  conditions  of 
any  regulatory  approval. 

9.4.  Compliance  with  Sublandlord's  Risk  Management  Requirements.  Subtenant 
shall  not  do  anything,  or  permit  anything  to  be  done,  in  or  about  the  Premises  or 
any  Alterations  permitted  hereunder  that  would  create  any  unusual  fire  risk,  and 
shall  take  commercially  reasonable  steps  to  protect  Sublandlord  from  any 
potential  premises  liability.  Subtenant  shall  faithfully  observe,  at  its  expense, 
any  and  all  reasonable  requirements  of  Sublandlord's  Risk  Manager  with  respect 
thereto  and  with  the  requirements  of  any  policies  of  commercial  general,  all  risk 
property  or  other  policies  of  insurance  at  any  time  in  force  with  respect  to  the 
Premises  and  any  Alterations  as  required  hereunder. 

10.  ENCUMBRANCES 

10. 1 . Encumbrance  by  Subtenant.  Notwithstanding  anything  to  the  contrary 
contained  in  this  Sublease,  but  except  as  provided  in  Exhibit  attached  hereto, 
[describe  MOH  security  instrument  in  exhibit]  Subtenant  shall  not  under  any 
circumstances  whatsoever  create  any  mortgage,  deed  of  trust,  assignment  of 
rents,  fixture  filing,  security  agreement,  or  similar  security  instrument,  or  other 
lien  or  encumbrance  or  assignment  or  pledge  of  an  asset  as  security  in  any 
manner  against  the  Premises  or  Sublandlord's  or  Subtenant’s  interest  under  this 
Sublease  without  the  prior  written  consent  of  Sublandlord,  which  consent  shall 
not  be  unreasonably  withheld  or  delayed. 

1 1 . DAMAGE  OR  DESTRUCTION 

11.1.  Insured  Damage  or  Destruction  to  the  Premises.  In  the  event  of  damage  to  or 
destruction  of  all  or  any  portion  of  the  Premises  which  materially  adversely 
affects  the  intended  use  of  such  Premises  (“Damage”)  by  a casualty  covered  by 
the  insurance  required  to  be  carried  by  Subtenant  under  Section  15  below  (the 
“Required  Insurance”),  this  Sublease  shall  continue  and  Subtenant  shall,  to  the 
extent  permitted  under  applicable  Laws,  at  its  sole  cost  and  with  reasonable 
promptness  and  diligence,  restore,  repair,  replace  or  rebuild  those  portions  of  the 
Premises  so  Damaged  (the  “Damaged  Premises”)  as  nearly  as  possible  to  the 
same  condition,  quality  and  class  the  Damaged  Premises  were  in  immediately 
before  such  casualty  (“Repair”),  provided  however  that,  in  the  event  applicable 
Laws  prohibit  the  Repair  of  all  or  some  portions  of  the  Damaged  Premises,  the 
proceeds  of  the  Required  Insurance  allocable  to  such  Damaged  Premises  shall 
first  be  applied  to  satisfy  any  requirements  related  to  such  Damage  under  the 
Master  Lease,  and  the  remaining  proceeds  shall  be  paid  to  Sublandlord. 

1 1 .2.  Uninsured  Damage  or  Destruction  to  the  Premises.  In  the  event  of  Damage  by 
earthquake  or  any  other  casualty,  not  caused  by  Subtenant  or  Subtenant’s  Agents 
or  Subtenant’s  Invitees,  and  not  covered  by  the  Required  Insurance,  Subtenant 
may  either,  at  its  sole  cost,  promptly  Repair  the  Damaged  Premises  or  terminate 
this  Sublease  with  respect  to  such  Damaged  Premises  and  surrender  such 
Damaged  Premises  in  accordance  with  any  applicable  requirements  of  the  Master 
Lease  and  Section  17  of  this  Sublease,  and,  thereafter,  both  Parties  shall  be 
relieved  of  any  liability  for  such  termination  or  for  repairing  such  damage. 
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Under  no  circumstances  shall  Sublandlord  have  any  obligation  to  repair,  replace 
or  rebuild  the  Premises  in  the  event  of  such  a casualty. 


11.3.  Damage  or  Destruction  Caused  by  Sublandlord.  If  any  portion  of  the  Premises 
is  Damaged  by  the  negligence  or  willful  misconduct  of  Sublandlord,  Sublandlord 
shall,  to  the  extent  permitted  by  applicable  Laws,  immediately  and  at  its  sole 
cost.  Repair  all  such  Damage  and  restore  the  Damaged  Premises  to  its  previous 
condition.  If  applicable  Laws  prohibit  such  Repair,  Sublandlord  shall  use  its  best 
efforts  to  make  available  to  Subtenant  on  the  same  terms  and  conditions 
contained  in  this  Sublease  an  equal  number  of  comparably  clustered  replacement 
units  elsewhere  on  the  Base  (of  comparable  size  and  condition)  as  the  number  of 
such  units  which  cannot  be  rebuilt  or  repaired  under  applicable  Laws.  The  scope 
of  Subtenant’s  responsibility  for  Damage  or  destruction  caused  by  Subtenant,  its 
Agents  or  Invitees,  shall  be  governed  by  Subtenant’s  indemnity  obligations  under 
Section  14.2  below,  and  as  otherwise  provided  under  this  Sublease. 

1 1 .4.  Waiver.  The  Parties  understand  and  agree  that  the  foregoing  provisions  of 
this  Section  are  intended  to  govern  fully  the  rights  and  obligations  of  the  Parties 
in  the  event  of  damage  or  destruction  to  the  Premises  or  Alterations,  and 
Sublandlord  and  Subtenant  each  hereby  waives  and  releases  any  right  to 
terminate  this  Sublease  in  whole  or  in  part  under  Sections  1932.2  and  1933.4  of 
the  Civil  Code  of  California  or  under  any  similar  Laws  now  or  hereafter  in  effect, 
to  the  extent  such  rights  are  inconsistent  with  the  provisions  hereof. 

12.  ASSIGNMENT  AND  SUBLETTING 

12.1 . Restriction  on  Assignment  and  Subletting.  Subtenant  shall  not  directly  or 
indirectly  (including,  without  limitation,  by  merger,  acquisition  or  other  transfer 
of  any  controlling  interest  in  Subtenant),  voluntarily  or  by  operation  of  Law,  sell, 
assign,  encumber,  pledge  or  otherwise  transfer  any  part  of  its  interest  in  or  rights 
with  respect  to  the  Premises,  any  Alterations  or  its  interest  in  this  Sublease,  or, 
except  as  specifically  provided  in  the  Plan,  permit  any  portion  of  the  Premises  to 
be  occupied  by  anyone  other  than  itself,  or  sublet  any  portion  of  the  Premises, 
without  Sublandlord's  prior  written  consent  in  each  instance,  which  Sublandlord 
may  grant  or  withhold  in  its  sole  and  absolute  discretion. 

12.2.  Property  Maintenance  and  Management  Contracts.  Contracts  related  to  the 
provision  of  maintenance  and  property  services  to  the  Premises,  such  as  the 
provision  of  those  services  described  in  Section  7 above,  shall  be  subject  to  the 
prior  written  approval  of  the  Sublandlord,  which  approval  shall  not  be 
unreasonably  withheld  or  delayed. 

13.  DEFAULT;  REMEDIES 

13.1.  Events  of  Default.  Any  of  the  following  shall  constitute  an  event  of  default 
("Event  of  Default")  by  Subtenant  hereunder: 

13.1.1.  Expenses.  Any  failure  to  pay  Expenses  within  ten  ( 1 0)  days  after  such 
sums  are  due; 

13.1.2.  Covenants  Conditions  and  Representations.  Any  failure  to  perform  or 
comply  with  any  other  covenant,  condition  or  representation  made  under  this 
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Sublease,  provided  Subtenant  shall  have  a period  of  thirty  (30)  days  from  the 
date  of  written  notice  from  Sublandlord  of  such  failure  within  which  to  cure 
such  default  under  this  Sublease,  or,  if  such  default  is  not  capable  of  cure 
within  such  30-day  period.  Subtenant  shall  have  a reasonable  period  to 
complete  such  cure  if  Subtenant  promptly  undertakes  action  to  cure  such 
default  within  such  30-day  period  and  thereafter  diligently  prosecutes  the 
same  to  completion  and  uses  its  best  efforts  to  complete  such  cure  within 
sixty  (60)  days  after  the  receipt  of  notice  of  default  from  Sublandlord. 

13.1.3.  Vacation  or  Abandonment.  Any  abandonment  of  the  Premises  for 
more  than  fourteen  (14)  consecutive  days;  and 

1 3. 1 .4.  Bankruptcy.  The  appointment  of  a receiver  to  take  possession  of  all  or 
substantially  all  of  the  assets  of  Subtenant,  or  an  assignment  by  Subtenant 
for  the  benefit  of  creditors,  or  any  action  taken  or  suffered  by  Subtenant 
under  any  insolvency,  bankruptcy,  reorganization,  moratorium  or  other 
debtor  relief  act  or  statute,  whether  now  existing  or  hereafter  amended  or 
enacted. 

13. 1 .5.  Prohibited  Use.  Use  of  the  Premises  by  Subtenant  for  any  purposes 
other  than  the  purposes  described  in  the  Plan. 

1 3.2.  Remedies.  Upon  the  occurrence  of  an  Event  of  Default  by  Subtenant, 
Sublandlord  shall  have  the  following  rights  and  remedies  in  addition  to  all  other 
rights  and  remedies  available  to  Sublandlord  at  Law  or  in  equity: 

13.2.1.  Terminate  Sublease  and  Recover  Damages.  The  rights  and  remedies 
provided  by  law  California  Civil  Code  Section  1951.2  (damages  on 
termination  for  breach),  including,  but  not  limited  to,  the  right  to  terminate 
Subtenant's  right  to  possession  of  the  Premises.  Sublandlord's  efforts  to 
mitigate  the  damages  caused  by  Subtenant's  breach  of  this  Sublease  shall  not 
waive  Sublandlord's  rights  to  recover  unmitigated  damages  upon 
termination. 

1 3.2.2.  Appointment  of  Receiver.  The  right  to  have  a receiver  appointed  for 
Subtenant  upon  application  by  Sublandlord  to  take  possession  of  the 
Premises  and  to  apply  any  rental  collected  from  the  Premises  and  to  exercise 
all  other  rights  and  remedies  granted  to  Sublandlord  pursuant  to  this 
Sublease. 

13.3.  Sublandlord's  Right  to  Cure  Subtenant's  Defaults.  If  Subtenant  defaults  in  the 
performance  of  any  of  its  obligations  under  this  Sublease  and  Subtenant  has  not 
commenced  to  cure  such  default  within  thirty  (30)  days,  then  Sublandlord  may  at 
any  time  thereafter  with  three  (3)  days  prior  written  notice  (except  in  the  event  of 
an  emergency  as  determined  by  Sublandlord),  remedy  such  Event  of  Default  for 
Subtenant's  account  and  at  Subtenant's  expense.  Subtenant  shall  pay  to 
Sublandlord  promptly  upon  demand,  all  sums  expended  by  Sublandlord,  or  other 
costs,  damages,  expenses  or  liabilities  incurred  by  Sublandlord,  including, 
without  limitation,  reasonable  attorneys'  fees,  in  remedying  or  attempting  to 
remedy  such  Event  of  Default.  Subtenant's  obligations  under  this  Section  shall 
survive  the  termination  of  this  Sublease.  Nothing  herein  shall  imply  any  duty  of 
Sublandlord  to  do  any  act  that  Subtenant  is  obligated  to  perform  under  any 
provision  of  this  Sublease,  and  Sublandlord's  cure  or  attempted  cure  of 
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Subtenant's  Event  of  Default  shall  not  constitute  a waiver  of  Subtenant's  Event  of 
Default  or  any  rights  or  remedies  of  Sublandlord  on  account  of  such  Event  of 
Default. 

14.  RELEASE  AND  WAIVER  OF  CLAIMS;  INDEMNIFICATION 

14. 1 .  Release  and  Waiver  of  Claims.  Subtenant,  on  behalf  of  itself  and  Subtenant’s 
Agents,  covenants  and  agrees  that  the  Indemnified  Parties  shall  not  be 
responsible  for  or  liable  to  Subtenant  for,  and,  to  the  fullest  extent  allowed  by 
any  Laws,  Subtenant  hereby  waives  all  rights  against  the  Indemnified  Parties  and 
releases  them  from,  any  and  all  Losses,  including,  but  not  limited  to,  incidental 
and  consequential  damages,  relating  to  any  injury,  accident  or  death  of  any 
person  or  loss  or  damage  to  any  property,  in  or  about  the  Premises,  from  any 
cause  whatsoever,  including  without  limitation,  partial  or  complete  collapse  of 
the  Building  due  to  an  earthquake  or  subsidence,  except  only  to  the  extent  such 
Losses  are  caused  by  the  negligence  or  willful  misconduct  of  the  Indemnified 
Parties  (except  as  provided  in  Section  14.1.5  below).  Without  limiting  the 
generality  of  the  foregoing: 

14.1.1.  Subtenant  expressly  acknowledges  and  agrees  that  Sublandlord  would 
not  be  willing  to  enter  into  this  Sublease  in  the  absence  of  a complete  waiver 
of  liability  for  consequential  or  incidental  damages  due  to  the  acts  or 
omissions  of  the  Indemnified  Parties,  and  Subtenant  expressly  assumes  the 
risk  with  respect  thereto.  Accordingly,  without  limiting  any  indemnification 
obligations  of  Subtenant  or  other  waivers  contained  in  this  Sublease  and  as  a 
material  part  of  the  consideration  for  this  Sublease,  Subtenant  fully 
RELEASES,  WAIVES  AND  DISCHARGES  forever  any  and  all  claims, 
demands,  rights,  and  causes  of  action  for  consequential  and  incidental 
damages  and  covenants  not  to  sue  the  Indemnified  Parties  for  such  damages 
arising  out  of  this  Sublease  or  the  uses  authorized  hereunder,  including, 
without  limitation,  any  interference  with  uses  conducted  by  Subtenant 
pursuant  to  this  Sublease  regardless  of  the  cause,  except  only  to  the  extent 
such  Losses  are  caused  by  the  negligence  or  willful  misconduct  of  the 
Indemnified  Parties  (except  as  provided  in  Section  14.1.5  below) 

14.1.2.  Without  limiting  any  indemnification  obligations  of  Subtenant  or  other 
waivers  contained  in  this  Sublease  and  as  a material  part  of  the  consideration 
for  this  Sublease,  Subtenant  fully  RELEASES,  WAIVES  AND 
DISCHARGES  forever  any  and  all  claims,  demands,  rights,  and  causes  of 
action  against,  and  covenants  not  to  sue  the  Indemnified  Parties  under  any 
present  or  future  Laws,  statutes,  or  regulations,  including,  but  not  limited  to, 
any  claim  for  inverse  condemnation  or  the  payment  of  just  compensation 
under  the  law  of  eminent  domain,  or  otherwise  at  equity,  in  the  event  that 
Sublandlord  terminates  this  Sublease  because  of  such  claim  for  inverse 
condemnation  or  eminent  domain. 

14. 1 .3.  As  part  of  Subtenant's  agreement  to  accept  the  Premises  in  its  "As  Is" 
condition  as  provided  herein,  and  without  limiting  such  agreement  and  any 
other  waiver  contained  herein,  Subtenant  on  behalf  of  itself  and  its 
successors  and  assigns,  waives  its  right  to  recover  from,  and  forever 
RELEASES,  WAIVES  AND  DISCHARGES,  the  Indemnified  Parties  from 
any  and  all  Losses,  whether  direct  or  indirect,  known  or  unknown,  foreseen 
and  unforeseen,  that  may  arise  on  account  of  or  in  any  way  be  connected 
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with  the  physical  or  environmental  condition  of  the  Premises  and  any  related 
improvements  or  any  Laws  or  regulations  applicable  thereto  or  the  suitability 
of  the  Premises  for  Subtenant's  intended  use. 

1 4. 1 .4.  Subtenant  acknowledges  that  it  will  not  be  a displaced  person  at  the 
time  this  Sublease  is  terminated,  and  Subtenant  fully  RELEASES,  WAIVES 
AND  DISCHARGES,  the  Indemnified  Parties  from  any  and  all  Losses  and 
any  and  all  claims,  demands  or  rights  against  any  of  the  Indemnified  Parties 
under  any  present  and  future  Laws,  including,  without  limitation,  any  and  all 
claims  for  relocation  benefits  or  assistance  from  the  Indemnified  Parties 
under  federal  and  state  relocation  assistance  laws. 

14.1 .5.  Without  limiting  any  other  waiver  contained  herein.  Subtenant  on 
behalf  of  itself  and  its  successors  and  assigns,  hereby  waives  its  right  to 
recover  from,  and  forever  RELEASES,  WAIVES  AND  DISCHARGES,  the 
Indemnified  Parties  from  any  and  all  Losses,  whether  direct  or  indirect, 
known  or  unknown,  foreseen  and  unforeseen,  that  may  arise  on  account  of  or 
in  any  way  be  connected  with  the  Indemnified  Parties  decision  to  Sublease 
the  Premises  to  the  Subtenant,  regardless  of  whether  or  not  such  decision  is 
or  may  be  determined  to  be  an  act  of  gross  negligence  or  willful  misconduct 
of  the  Indemnified  Parties. 

14. 1 .6.  Subtenant  covenants  and  agrees  never  to  file,  commence,  prosecute  or 
cause  to  be  filed,  commenced  or  prosecuted  against  the  Indemnified  Parties 
any  claim,  action  or  proceeding  based  upon  any  claims,  demands,  causes  of 
action,  obligations,  damages,  losses,  costs,  expenses  or  liabilities  of  any 
nature  whatsoever  encompassed  by  the  waivers  and  releases  set  forth  in  this 
Section  14.1. 

14. 1 .7.  In  executing  these  waivers  and  releases,  Subtenant  has  not  relied  upon 
any  representation  or  statement  other  than  as  expressly  set  forth  herein. 

14.1 .8.  Subtenant  had  made  such  investigation  of  the  facts  pertaining  to  these 
waivers  and  releases  it  deems  necessary  and  assumes  the  risk  of  mistake 
with  respect  to  such  facts.  These  waivers  and  releases  are  intended  to  be 
final  and  binding  on  Subtenant  regardless  of  any  claims  of  mistake. 

14.1.9.  In  connection  with  the  foregoing  releases.  Subtenant  acknowledges 
that  it  is  familiar  with  Section  1542  of  the  California  Civil  Code,  which 
reads:  “A  general  release  does  not  extend  to  claims  which  the  creditor  does 
not  know  or  suspect  to  exist  in  his  favor  at  the  time  of  executing  the  release, 
which  if  known  by  him  would  have  materially  affected  his  settlement  with 
the  debtor.”  Subtenant  acknowledges  that  the  releases  contained  herein 
include  all  known  and  unknown,  disclosed  and  undisclosed,  and  anticipated 
and  unanticipated  claims.  Subtenant  realizes  and  acknowledges  that  it  has 
agreed  upon  this  Sublease  in  light  of  this  realization  and,  being  fully  aware 
of  this  situation,  it  nevertheless  intends  to  waive  the  benefit  of  Civil  Code 
Section  1 542,  or  any  statute  or  other  similar  law  now  or  later  in  effect.  The 
waivers  and  releases  contained  herein  shall  survive  any  termination  of  this 
Sublease. 

14.2.  Subtenant's  Indemnity.  Subtenant,  on  behalf  of  itself  and  Subtenant’s  Agents, 
shall  Indemnify  the  Indemnified  Parties  from  and  against  any  and  all  Losses, 
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expressly  including  but  not  limited  to,  any  Losses  arising  out  of  a partial  or 
complete  collapse  of  buildings,  structures  or  improvements  located  on  the  Base 
due  to  an  earthquake  or  subsidence,  incurred  in  connection  with  or  arising 
directly  or  indirectly,  in  whole  or  in  part,  out  of:  (a)  any  damage  to  or  destruction 
of  any  property  owned  by  or  in  the  custody  of  Subtenant  or  Subtenant’s  Agents 
or  Subtenant’s  Invitees,  (b)  any  accident,  injury  to  or  death  of  a person, 
including,  without  limitation,  Subtenant’s  Agents  and  Subtenant’s  Invitees, 
howsoever  or  by  whomsoever  caused,  occurring  in,  on  or  about  the  Premises,  (c) 
any  default  by  Subtenant  in  the  observation  or  performance  of  any  of  the  terms, 
covenants  or  conditions  of  this  Sublease  to  be  observed  or  performed  on 
Subtenant's  part;  (d)  the  use,  occupancy,  conduct  or  management,  or  manner  of 
use,  occupancy,  conduct  or  management  by  Subtenant,  Subtenant’s  Agents  or 
Subtenant’s  Invitees  or  any  person  or  entity  claiming  through  or  under  any  of 
them,  of  the  Premises  or  any  Alterations;  (e)  the  condition  of  the  Premises,  (f) 
any  construction  or  other  work  undertaken  by  Subtenant  on  or  about  the  Premises 
whether  before  or  during  the  Term  of  this  Sublease;  or  (g)  any  acts,  omissions  or 
negligence  of  Subtenant,  Subtenant’s  Agents  or  Subtenant’s  Invitees,  or  of  any 
trespassers,  in,  on  or  about  the  Premises  or  any  Alterations;  except  to  the  extent 
that  such  Indemnity  is  void  or  otherwise  unenforceable  under  any  applicable 
Laws  in  effect  on  or  validly  retroactive  to  the  date  of  this  Sublease  and  further 
except  only  to  the  extent  such  Losses  are  caused  by  the  negligence  or  willful 
misconduct  of  the  Indemnified  Parties.  Notwithstanding  the  foregoing, 
Subtenant’s  obligations  to  indemnify  the  Indemnified  Parties  under  this  Section 
14.2  shall  remain  in  full  force  and  effect  regardless  of  whether  or  not  the 
Indemnified  Parties’  decision  to  Sublease  the  Premises  to  the  Subtenant,  given 
the  seismic  condition  of  the  property,  is  or  may  be  determined  to  be  an  act  of 
gross  negligence  or  willful  misconduct  of  the  Indemnified  Parties.  The  foregoing 
Indemnity  shall  include,  without  limitation,  reasonable  fees  of  attorneys, 
consultants  and  experts  and  related  costs  and  Sublandlord's  costs  of  investigating 
any  Loss.  Subtenant  specifically  acknowledges  and  agrees  that  it  has  an 
immediate  and  independent  obligation  to  defend  Sublandlord  and  the  other 
Indemnified  Parties  from  any  claim  which  actually  or  potentially  falls  within  this 
indemnity  provision  even  if  such  allegation  is  or  may  be  groundless,  fraudulent 
or  false,  which  obligation  arises  at  the  time  such  claim  is  tendered  to  Subtenant 
by  Sublandlord  and  continues  at  all  times  thereafter.  Subtenant's  obligations 
under  this  Section  shall  survive  the  expiration  or  sooner  termination  of  this 
Sublease.  Notwithstanding  anything  contained  herein,  to  the  extent  such  Losses 
are  not  covered  by  insurance  required  herein  and  subject  to  Section  1 1 above, 
Subtenant  shall  have  no  obligation  to  repair,  restore  or  reconstruct  the  Premises 
(or  to  pay  for  the  same)  in  the  event  the  Premises  are  damaged  or  destroyed  by  an 
earthquake  or  subsidence  or  by  any  other  uninsured  casualty  not  caused  by 
Subtenant. 

14.3.  Master  Landlord’s  Section  330  Environmental  Indemnity.  The  Parties  hereby 
acknowledge  and  agree  that,  pursuant  to  Section  330  of  Public  Law  102-484,  as 
amended,  Master  Landlord  shall  hold  harmless,  defend  and  indemnify  (the 
“Section  330  Indemnity”)  the  Authority  and  Subtenant  from  and  against  any  suit, 
claim,  demand,  action,  liability,  judgment,  cost  or  fee,  arising  out  of  any  claim 
for  personal  injury  or  property  damage  (including  death,  illness,  loss  of  or 
damage  to  property  or  economic  loss)  that  results  from,  or  is  in  any  manner 
predicated  upon,  the  release  or  threatened  release  of  any  hazardous  substance, 
pollutant,  contaminant,  petroleum  product,  or  petroleum  derivative  from  or  on 
the  Premises  as  a result  of  Department  of  Defense  activities  at  the  Base. 
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15.  INSURANCE 


15.1,  Subtenant’s  Insurance.  Subtenant  shall  procure  and  maintain  throughout  the 

Term  of  this  Agreement  for  the  mutual  benefit  of  the  Sublandlord  and  Subtenant, 

and  pay  the  cost  thereof,  the  following  insurance: 

15.1.1.  Builder’s  Risk  Insurance.  Builder’s  risk  insurance  on  an  ISO 
“all-risk”  form,  and  including  the  Sublandlord  as  named  insured  as  its 
interests  may  appear,  excluding  earthquake  and  flood,  for  one  hundred 
percent  (100%)  of  the  replacement  value  of  the  Premises,  including  coverage 
off-site  and  in  transit  for  all  materials  to  be  incorporated  to  the  Premises, 
with  any  deductible  not  to  exceed  $25,000  each  loss. 

15.1.2.  Professional  Liability  Insurance.  Professional  Liability  insurance  with 
limits  not  less  than  $1,000,000  each  claim  and  aggregate,  including  coverage 
for  negligent  acts,  errors  or  omissions  arising  out  of  professional  services 
performed  under  this  Sublease,  including  the  Plan,  with  any  deductible  not 
to  exceed  $25,000  each  claim. 

1 5. 1 .3.  Property  Insurance.  Property  insurance  on  an  ISO  Causes-of-Loss 
special  form,  excluding  earthquake  and  flood  for  one  hundred  percent 

( 1 00%)  of  the  replacement  value  of  the  Premises,  and  including  the 
Sublandlord  as  named  insured  as  its  interests  may  appear,  with  a deductible 
not  to  exceed  $50,000  each  loss. 

15.1.4.  Commercial  General  Liability  Insurance.  Commercial  General 
Liability  insurance,  including  without  limitation,  Contractual  Liability, 
Personal  Injury,  Broadform  Property  Damage,  Independent  Contractors, 
Explosion-Collapse-Underground  (XCU),  and  Products  and  Completed 
Operations  insurance,  in  an  amount  not  less  than  $2,000,000  combined 
single  limit.  Such  insurance  shall  provide  coverage  at  least  as  broad  as 
provided  under  ISO  Form  Number  CG-00-01-1 1-88. 

15.1.5.  Workers  Compensation  Insurance.  Worker’s  compensation  insurance 
with  employer’s  liability  insurance  covering  all  persons  employed  and  with 
respect  to  whom  death  or  bodily  injury  claims  that  could  be  asserted  against 
the  Sublandlord,  Subtenant,  or  the  Premises  in  an  amount  not  less  than 
$5,000,000  each  accident. 

15.1.6.  Automobile  Liability  Insurance.  Automobile  liability  insurance  with 
limits  not  less  than  $1,000,000  each  occurrence  combined  single  limit  for 
bodily  injury  and  property  damage,  including  owned  and  non-owned  and 
hired  vehicles,  if  Subtenant  uses  or  causes  to  be  used  automobiles  in 
connection  with  its  use  of  the  Premises.  Such  insurance  shall  provide 
coverage  at  least  as  broad  as  provided  under  ISO  Form  Number  CA-00-01- 
06-92. 

1 5.1 .7.  Watercraft  and  Aircraft  Insurance.  Should  Subtenant  operate  or  cause 
to  be  operated  any  aircraft  or  watercraft  in  performance  of  its  activities  under 
this  Sublease,  insurance  for  such  operations,  in  amount,  form  and  with 
insurers  reasonably  satisfactory  to  the  Sublandlord,  shall  be  obtained,  paid 
for,  and  maintained  by  Subtenant  throughout  such  operations. 
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1 5.2.  General  Requirements.  All  insurance  provided  for  under  this  Sublease  shall 
be  effected  under  valid  enforceable  policies  issued  by  insurers  of  recognized 
responsibility  and  reasonably  approved  by  the  Sublandlord.  Should  any  of  the 
required  insurance  be  provided  under  a claims-made  form,  Subtenant  shall 
maintain  such  coverage  continuously  throughout  the  term  hereof  and,  without 
lapse,  for  a period  of  three  (3)  years  beyond  the  expiration  or  termination  of  this 
Sublease,  to  the  effect  that,  should  occurrences  during  the  Term  give  rise  to 
claims  made  after  expiration  or  termination  of  this  Sublease,  such  claims  shall  be 
covered  by  such  claims-made  policies. 

15.3.  Required  Endorsements.  All  liability  insurance  policies  shall  be  endorsed  to 
provide  the  following: 

15.3.1.  That  all  such  polices  cover  the  Sublandlord  and  Master  Landlord  as  an 
additional  insureds. 

15.3.2.  That  all  such  policies  are  primary  insurance  to  any  other  insurance 
available  to  the  additional  insureds,  with  respect  to  any  claims  arising  out  of 
this  Sublease  and  that  insurance  applies  separately  to  each  insured  against 
whom  claim  is  made  or  suit  is  brought.  Such  policies  shall  also  provide  for 
severability  of  interests  and  that  an  act  or  omission  of  one  of  the  named 
insureds  which  would  void  or  otherwise  reduce  coverage  shall  not  reduce  or 
void  the  coverage  as  to  any  insured,  and  shall  afford  coverage  for  all  claims 
based  on  acts,  omissions,  injury  or  damage  which  occurred  or  arose  (or  the 
onset  of  which  occurred  or  arose)  in  whole  or  in  part  during  the  policy 
period. 

1 5.3.3.  That  all  such  polices  shall  include  coverage  for  liability  assumed  under 
this  Sublease  as  an  “insured  contract”  for  the  performance  of  Subtenant’s 
indemnity  obligations  under  this  Sublease. 

1 5.3.4.  All  such  policies  shall  be  endorsed  to  provide  thirty  (30)  days’ 
advance  written  notice  to  Sublandlord  of  cancellation,  non-renewal  or 
reduction  in  coverage,  mailed  to  the  address(es)  for  Sublandlord  set  forth  in 
Section  19.1  below. 

15.4.  Certificates.  Subtenant  shall  deliver  to  Sublandlord  certificates  of  insurance 
in  form  and  with  insurers  satisfactory  to  Sublandlord,  evidencing  the  coverages 
required  hereunder,  on  or  before  the  Commencement  Date,  and  Subtenant  shall 
provide  Sublandlord  with  certificates  thereafter  at  least  thirty  (30)  days  before  the 
expiration  dates  of  expiring  policies.  In  the  event  Subtenant  shall  fail  to  procure 
such  insurance,  or  deliver  such  certificates,  Sublandlord  may,  at  its  option, 
procure  the  same  for  the  account  of  Subtenant,  and  the  cost  thereof  shall  be  paid 
to  Sublandlord  within  five  (5)  days  after  delivery  to  Subtenant  of  bills  therefor. 

15.5.  No  Limitation  on  Indemnities.  Subtenant’s  compliance  with  the  provisions  of 
this  Section  shall  in  no  way  relieve  or  decrease  Subtenant’s  indemnification 
obligations  herein  or  any  of  Subtenant’s  other  obligations  or  liabilities  under  this 
Sublease. 

15.6.  Lapse  of  Insurance.  Notwithstanding  anything  to  the  contrary  in  this 
Sublease,  Sublandlord  may  elect  in  the  Sublandlord’s  sole  and  absolute 
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discretion  to  terminate  this  Sublease  upon  the  lapse  of  any  required  insurance 
coverage  by  written  notice  to  Subtenant. 

15.7.  Subtenant’s  Personal  Property.  Subtenant  shall  be  responsible,  at  its  expense, 
for  separately  insuring  Subtenant’s  Personal  Property. 

15.8.  Waiver  of  Subrogation.  Sublandlord  and  Subtenant  each  hereby  waive  any 
right  of  recovery  against  the  other  party  maintaining  a policy  of  property 
insurance  covering  the  Premises  and  their  contents,  or  any  portion  thereof,  for 
any  loss  or  damage  sustained  by  such  other  party  with  respect  to  the  Premises,  or 
any  portion  thereof  or  the  contents  of  the  same  or  any  operation  therein,  whether 
or  not  such  loss  is  caused  by  the  fault  or  negligence  of  such  other  party,  but  only 
to  the  extent  such  loss  or  damage  is  actually  covered  by  such  insurance. 

16.  ACCESS  BY  SUBLANDLORD 

16.1.  Access  to  Premises  by  Sublandlord. 

16.1.1.  General  Access.  Sublandlord  reserves  for  itself  and  Sublandlord’s 
Agents,  the  right  to  enter  the  Premises  and  any  portion  thereof  at  all 
reasonable  times  upon  not  less  than  twenty-four  (24)  hours  oral  or  written 
notice  to  Subtenant  (except  in  the  event  of  an  emergency)  for  any  purpose. 

1 6. 1 .2.  Emergency  Access.  In  the  event  of  any  emergency,  as  determined  by 
Sublandlord,  Sublandlord  may,  at  its  sole  option  and  without  notice,  enter 
the  Premises  and  alter  or  remove  any  Alterations  or  Subtenant's  Personal 
Property  on  or  about  the  Premises.  Sublandlord  shall  have  the  right  to  use 
any  and  all  means  Sublandlord  considers  appropriate  to  gain  access  to  any 
portion  of  the  Premises  in  an  emergency.  In  such  case.  Sublandlord  shall  not 
be  responsible  for  any  damage  or  injury  to  any  such  property,  nor  for  the 
replacement  of  any  such  property  and  any  such  emergency  entry  shall  not  be 
deemed  to  be  a forcible  or  unlawful  entry  onto  or  a detainer  of,  the  Premises, 
or  an  eviction,  actual  or  constructive,  of  Subtenant  from  the  Premises  or  any 
portion  thereof. 

16.2.  No  Liability.  Sublandlord  shall  not  be  liable  in  any  manner,  and  Subtenant 
hereby  waives  any  claims,  for  any  inconvenience,  disturbance,  loss  of  business, 
nuisance  or  other  damage  arising  out  of  Sublandlord's  entry  onto  the  Premises, 
except  damage  resulting  from  the  negligence  or  willful  misconduct  of 
Sublandlord  or  Sublandlord’s  Agents  and  not  contributed  to  by  the  acts, 
omissions  or  negligence  of  Subtenant,  Subtenant’s  Agents  or  Subtenant’s 
Invitees. 

16.3.  Access  to  Premises  by  Master  Landlord.  Subtenant  acknowledges  and  agrees 
that  Master  Landlord  shall  have  all  of  the  rights  of  access  to  the  Premises 
described  in  the  Master  Lease. 

17.  SURRENDER 

17.1.  Surrender  of  the  Premises.  Upon  the  termination  of  this  Sublease,  Subtenant 
shall  surrender  to  Sublandlord  the  Premises  in  the  same  condition  as  of  the 
Commencement  Date,  ordinary  wear  and  tear  excepted,  and  free  and  clear  of  all 
liens,  easements  and  other  encumbrances  created  or  suffered  by,  through  or  under 
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Subtenant.  On  or  before  any  termination  hereof,  Subtenant  shall,  at  its  sole  cost, 
remove  any  and  all  of  Subtenant's  Personal  Property  from  the  Premises  and 
demolish  and  remove  any  and  all  Alterations  from  the  Premises  (except  for  the 
Required  Alterations  and  any  other  Alterations  that  Sublandlord  agrees  are  to 
remain  part  of  the  Premises  pursuant  to  the  provisions  of  Section  6.3  above).  In 
addition,  Subtenant  shall,  at  its  sole  expense,  repair  any  damage  to  the  Premises 
resulting  from  the  removal  of  any  such  items  and  restore  the  Premises  to  their 
condition  immediately  prior  to  the  presence  of  any  Alterations.  In  connection 
therewith,  Subtenant  shall  obtain  any  and  all  necessary  permits  and  approvals, 
including,  without  limitation,  any  environmental  permits,  and  execute  any 
manifests  or  other  documents  necessary  to  complete  the  demolition,  removal  or 
restoration  work  required  hereunder.  Subtenant's  obligations  under  this  Section 
shall  survive  the  termination  of  this  Sublease.  Any  items  of  Subtenant's  Personal 
Property  remaining  on  or  about  the  Premises  after  the  termination  of  this 
Sublease  may,  at  Sublandlord's  option  and  after  thirty  (30)  days  written  notice  to 
Subtenant,  be  deemed  abandoned  and  in  such  case  Sublandlord  may  dispose  of 
such  property  in  accordance  with  Section  1980  et  seq.  of  the  California  Civil 
Code  or  in  any  other  manner  allowed  by  Law. 

1 7.2.  If  Subtenant  fails  to  surrender  the  Premises  to  Sublandlord  upon  the 
termination  of  this  Sublease  as  required  by  this  Section,  Subtenant  shall 
Indemnify  Sublandlord  against  all  Losses  resulting  therefrom,  including,  without 
limitation,  Losses  made  by  a succeeding  Subtenant  resulting  from  Subtenant's 
failure  to  surrender  the  Premises. 

18.  HAZARDOUS  MATERIALS 

18.1.  No  Hazardous  Materials.  Subtenant  covenants  and  agrees  that  neither 

Subtenant  nor  any  of  Subtenant’s  Agents  or  Subtenant’s  Invitees  shall  cause  or 
permit  any  material  that,  because  of  its  quantity,  concentration  or  physical  or 
chemical  characteristics,  is  deemed  by  any  federal,  state  or  local  governmental 
authority  to  pose  a present  or  potential  hazard  to  human  health  or  safety  or  to  the 
environment,  including,  without  limitation,  any  material  or  substance  defined  as 
a "hazardous  substance,"  or  "pollutant"  or  "contaminant"  pursuant  to  the 
Comprehensive  Environmental  Response,  Compensation  and  Liability  Act  of 
1980  ("CERCLA",  also  commonly  known  as  the  "Superfund"  law),  as  amended, 
(42  U.S.C.  Sections  9601  et  seg.)  or  pursuant  to  Section  25281  of  the  California 
Health  & Safety  Code;  any  "hazardous  waste"  listed  pursuant  to  Section  25140  of 
the  California  Health  & Safety  Code;  any  asbestos  and  asbestos  containing 
materials  whether  or  not  such  materials  are  part  of  the  structure  of  any  existing 
improvements  on  the  Premises,  or  are  naturally  occurring  substances  on,  in  or 
about  the  Premises;  and  petroleum,  including  crude  oil  or  any  fraction  thereof, 
and  natural  gas  or  natural  gas  liquids  (“Hazardous  Material”)  to  be  brought  upon, 
kept,  used,  stored,  generated  or  disposed  of  in,  on  or  about  the  Premises  or 
transported  to  or  from  the  Premises  without  the  prior  written  approval  of 
Sublandlord,  which  approval  may  be  withheld  in  Sublandlord’s  sole  and  absolute 
discretion.  Subtenant  shall  immediately  notify  Sublandlord  if  and  when 
Subtenant  learns  or  has  reason  to  believe  there  has  been  any  release  of  Hazardous 
Material  in,  on  or  about  the  Premises.  Sublandlord  may  from  time  to  time 
request  Subtenant  to  provide  adequate  information  for  Sublandlord  to  determine 
that  any  Hazardous  Material  permitted  hereunder  is  being  handled  in  compliance 
with  all  applicable  federal,  state  or  local  Laws  or  policies  relating  to  Hazardous 
Material  (including,  without  limitation,  its  use,  handling,  transportation, 
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production,  disposal,  discharge  or  storage)  or  to  human  health  and  safety, 
industrial  hygiene  or  environmental  conditions  in,  on,  under  or  about  the 
Premises  and  any  other  property,  including,  without  limitation,  soil,  air  and 
groundwater  conditions  (“Environmental  Laws”),  and  Subtenant  shall  promptly 
provide  all  such  information.  Sublandlord  and  Sublandlord’s  Agents  shall  have 
the  right  to  inspect  the  Premises  for  Hazardous  Material  and  compliance  with  the 
provisions  hereof  at  all  reasonable  times  upon  reasonable  advance  oral  or  written 
notice  to  Subtenant  (except  in  the  event  of  an  emergency).  Without  limiting  the 
foregoing,  Subtenant  acknowledges  and  agrees  that  it  shall  be  bound  by  and  will 
comply  with  the  environmental  protection  provisions  provided  for  in  Section  1 3 
of  the  Master  Lease.  Notwithstanding  the  foregoing,  Subtenant  may  reasonably 
use  those  Hazardous  Materials  related  to  the  normal  maintenance  an  operation  of 
residential  facilities  described  on  Exhibit  G attached  hereto  in  accordance  with 
all  applicable  Laws. 

1 8.2.  Subtenant’s  Environmental  Indemnity.  If  Subtenant  breaches  any  of  its 
obligations  contained  in  Section  18.1  above,  or,  if  any  act  or  omission  or 
negligence  of  Subtenant  or  any  of  Subtenant’s  Agents  or  Subtenant’s  Invitees 
results  in  any  spilling,  leaking,  pumping,  pouring,  emitting,  discharging, 
injecting,  escaping,  leeching  or  dumping  (“Release”)  of  Hazardous  Material  in, 
on,  under  or  about  the  Premises  or  the  Property,  without  limiting  Subtenant's 
general  Indemnity  contained  in  Section  14.2  above,  Subtenant,  on  behalf  of  itself 
and  Subtenant’s  Agents,  shall  Indemnify  the  Indemnified  Parties,  and  each  of 
them,  from  and  against  all  any  and  all  enforcement,  investigation,  remediation  or 
other  governmental  or  regulatory  actions,  agreements  or  orders  threatened, 
instituted  or  completed  pursuant  to  any  Environmental  Laws  together  with  any 
and  all  Losses  made  or  threatened  by  any  third  party  against  Sublandlord, 
Sublandlord’s  Agents,  or  the  Premises,  relating  to  damage,  contribution,  cost 
recovery  compensation,  loss  or  injury  resulting  from  the  presence.  Release  or 
discharge  of  any  Hazardous  Materials,  including,  without  limitation,  Losses 
based  in  common  law,  investigation  and  remediation  costs,  fines,  natural 
resource  damages,  damages  for  decrease  in  value  of  the  Premises,  the  loss  or 
restriction  of  the  use  or  any  amenity  of  the  Premises  and  attorneys'  fees  and 
consultants'  fees  and  experts'  fees  and  costs  (“Hazardous  Materials  Claims”) 
arising  during  or  after  the  Term  of  this  Sublease  and  relating  to  such  Release. 

The  foregoing  Indemnity  includes,  without  limitation,  all  costs  associated  with 
the  investigation  and  remediation  of  Hazardous  Material  and  with  the  restoration 
of  the  Premises  or  the  Property  to  its  prior  condition  including,  without 
limitation,  fines  and  penalties  imposed  by  regulatory  agencies,  natural  resource 
damages  and  losses,  and  revegetation  of  the  Premises  or  other  Sublandlord 
property.  Without  limiting  the  foregoing,  if  Subtenant  or  any  of  Subtenant's 
Agents  or  Subtenant’s  Invitees,  causes  or  permits  the  Release  of  any  Hazardous 
Materials  in,  on,  under  or  about  the  Premises  or  the  Property,  Subtenant  shall, 
immediately,  at  no  expense  to  Sublandlord,  take  any  and  all  appropriate  actions 
to  return  the  Premises  or  other  Sublandlord  property  affected  thereby  to  the 
condition  existing  prior  to  such  Release  and  otherwise  investigate  and  remediate 
the  Release  in  accordance  with  all  Environmental  Laws.  Subtenant  shall  provide 
Sublandlord  with  written  notice  of  and  afford  Sublandlord  a full  opportunity  to 
participate  in  any  discussions  with  governmental  regulatory  agencies  regarding 
any  settlement  agreement,  cleanup  or  abatement  agreement,  consent  decree, 
permit,  approvals,  or  other  compromise  or  proceeding  involving  Hazardous 
Material. 
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18.3.  Acknowledgment  of  Receipt  of  EBS  and  FOSL  Reports.  Subtenant  hereby 
acknowledges  for  itself  and  Subtenant’s  Agents  that,  prior  to  the  execution  of  this 
Sublease,  it  has  received  and  reviewed  the  Environmental  Baseline  Survey 
(“EBS”)  and  the  Finding  of  Suitability  to  Lease  (“FOSL”)  described  in  Section  7 
of  the  Master  Lease. 

19.  GENERAL  PROVISIONS 

19.1.  Notices.  Except  as  otherwise  expressly  provided  in  this  Sublease,  any  notice 
given  hereunder  shall  be  effective  only  in  writing  and  given  by  delivering  the 
notice  in  person,  or  by  sending  it  first  class  mail  or  certified  mail  with  a return 
receipt  requested  or  reliable  commercial  overnight  courier,  return  receipt 
requested,  with  postage  prepaid  as  follows: 


Notice  Address  of  Sublandlord: 

City  and  County  of  San  Francisco 
Treasure  island  Project  Office 
410  Palm  Avenue 

Building  1 , Room 

Treasure  Island 
San  Francisco,  CA  94130 
Attn:  Executive  Director 
Fax  No.:  415-274-0299 

With  a copy  to: 

Office  of  the  City  Attorney 
Fox  Plaza 

1390  Market  Street,  6th  Floor 
San  Francisco,  CA  94102 
Attn:  Michael  S.  Cohen 
Fax  No.:  415-554-3808 

Notice  Address  of  Subtenant: 

Notice  Address  of  Master  Landlord: 

Commanding  Officer  (Code  24) 
Engineering  Field  Activity  West 
Naval  Facilities  Engineering  Command 
900  Commodore  Drive 
San  Bruno,  CA  94066 

Any  Party  hereunder  may  designate  a new  address  for  notice  purposes 
hereunder  at  least  ten  (10)  days  prior  to  the  effective  date  of  such  change.  Any  notice 
hereunder  shall  be  deemed  to  have  been  given  two  (2)  days  after  the  date  when  it  is 
mailed  if  sent  by  first  class  or  certified  mail,  one  day  after  the  date  it  is  made,  if  sent 
by  commercial  overnight  carrier,  or  upon  the  date  personal  delivery  is  made,  and  any 
refusal  by  either  Party  to  accept  the  attempted  delivery  of  any  notice,  if  such 
attempted  delivery  is  in  compliance  with  this  Section  19.1  and  applicable  Laws,  shall 
be  deemed  receipt  of  such  notice. 
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19.2.  Estoppel  Certificates.  Upon  Sublandlord’s  request,  Subtenant  shall  execute, 
acknowledge  and  deliver  to  Sublandlord,  or  such  persons  or  entities  designated 
by  Sublandlord,  a statement  in  writing  certifying:  (a)  the  Commencement  Date 
and  Term  of  this  Sublease,  (b)  that  this  Sublease  is  unmodified  and  in  full  force 
and  effect  (or,  if  there  have  been  modifications,  that  the  Sublease  is  in  full  force 
and  effect  as  modified  and  stating  the  modifications),  (c)  that  there  are  no 
defaults  under  this  Sublease  (or  if  so,  specifying  the  same),  (d)  the  dates,  if  any, 
to  which  the  Rent  has  been  paid,  and  (e)  any  other  information  reasonably 
required  by  the  Sublandlord. 

19.3.  No  Implied  Waiver.  No  failure  by  Sublandlord  to  insist  upon  the  strict 
performance  of  any  obligation  of  Subtenant  under  this  Sublease  or  to  exercise 
any  right,  power  or  remedy  arising  out  of  a breach  of  this  Sublease,  irrespective 
of  the  length  of  time  for  which  such  failure  continues,  no  acceptance  of  partial 
non-performance  during  the  continuance  of  any  such  breach,  and  no  acceptance 
of  the  keys  to  or  possession  of  the  Premises  prior  to  the  expiration  of  the  Term  by 
any  Agent  of  Sublandlord,  shall  constitute  a waiver  of  such  breach  or  of 
Sublandlord's  right  to  demand  strict  compliance  with  such  term,  covenant  or 
condition  or  operate  as  a surrender  of  this  Sublease.  No  express  written  waiver 
of  any  default  or  the  non-performance  of  any  provision  hereof  shall  affect  any 
other  default  or  performance,  or  cover  any  other  period  of  time,  other  than  the 
default,  performance  or  period  of  time  specified  in  such  express  waiver.  One  or 
more  written  waivers  of  default  or  the  non-performance  of  any  provision  hereof 
shall  not  be  deemed  to  be  a waiver  of  a subsequent  default  or  non-performance. 
The  consent  of  Sublandlord  given  in  any  instance  under  the  terms  of  this 
Sublease  shall  not  relieve  Subtenant  of  any  obligation  to  secure  the  consent  of 
Sublandlord  in  any  other  or  future  instance  under  the  terms  of  this  Sublease. 

19.4.  Amendments.  Neither  this  Sublease  nor  any  term  or  provisions  hereof  may  be 
changed,  waived,  discharged  or  terminated,  except  by  a written  instrument  signed 
by  the  Parties  hereto. 

19.5.  Authority.  If  Subtenant  signs  as  a corporation,  a partnership  or  a limited 
liability  company,  each  of  the  persons  executing  this  Sublease  on  behalf  of 
Subtenant  does  hereby  covenant  and  warrant  that  Subtenant  is  a duly  authorized 
and  existing  entity,  that  Subtenant  is  qualified  to  do  business  in  California,  that 
Subtenant  has  full  right  and  authority  to  enter  into  this  Sublease,  and  that  each 
and  all  of  the  persons  signing  on  behalf  of  Subtenant  are  authorized  to  do  so. 
Upon  Sublandlord’s  request,  Subtenant  shall  provide  Sublandlord  with  evidence 
reasonably  satisfactory  to  Sublandlord  confirming  the  foregoing  representations 
and  warranties.  Without  limiting  the  generality  of  the  foregoing,  Subtenant 
represents  and  warrants  that  it  has  full  power  to  make  the  waivers  and  releases, 
indemnities  and  the  disclosure  set  forth  herein,  and  that  it  has  received 
independent  legal  advice  from  its  attorney  as  to  the  advisability  of  entering  into  a 
sublease  containing  those  provisions  and  their  legal  effect. 

19.6.  Joint  and  Several  Obligations.  The  word  "Subtenant"  as  used  herein  shall 
include  the  plural  as  well  as  the  singular.  If  there  is  more  than  one  Subtenant,  the 
obligations  and  liabilities  under  this  Sublease  imposed  on  Subtenant  shall  be  joint 
and  several. 

19.7.  Interpretation  of  Sublease.  The  captions  preceding  the  articles  and  sections  of 
this  Sublease  and  in  the  table  of  contents  have  been  inserted  for  convenience  of 
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reference  only  and  such  captions  shall  in  no  way  define  or  limit  the  scope  or 
intent  of  any  provision  of  this  Sublease.  This  Sublease  has  been  negotiated  at 
arm's  length  and  between  persons  sophisticated  and  knowledgeable  in  the  matters 
dealt  with  herein  and  shall  be  interpreted  to  achieve  the  intents  and  purposes  of 
the  Parties,  without  any  presumption  against  the  party  responsible  for  drafting 
any  part  of  this  Sublease.  Provisions  in  this  Sublease  relating  to  number  of  days 
shall  be  calendar  days,  unless  otherwise  specified,  provided  that  if  the  last  day  of 
any  period  to  give  notice,  reply  to  a notice  or  to  undertake  any  other  action 
occurs  on  a Saturday,  Sunday  or  a bank  or  Sublandlord  holiday,  then  the  last  day 
for  undertaking  the  action  or  giving  or  replying  to  the  notice  shall  be  the  next 
succeeding  business  day.  Use  of  the  word  "including"  or  similar  words  shall  not 
be  construed  to  limit  any  general  term,  statement  or  other  matter  in  this  Sublease, 
whether  or  not  language  of  non-limitation,  such  as  "without  limitation"  or  similar 
words,  are  used.  Unless  otherwise  provided  herein,  whenever  the  consent  of 
Sublandlord  is  required  to  be  obtained  by  Subtenant  hereunder,  Sublandlord  may 
give  or  withhold  such  consent  in  its  sole  and  absolute  discretion. 

19.8.  Successors  and  Assigns.  Subject  to  the  provisions  of  Section  12.  the  terms, 
covenants  and  conditions  contained  in  this  Sublease  shall  bind  and  inure  to  the 
benefit  of  Sublandlord  and  Subtenant  and,  except  as  otherwise  provided  herein, 
their  personal  representatives  and  successors  and  assigns;  provided,  however, 
that  upon  any  transfer  by  Sublandlord  (or  by  any  subsequent  Sublandlord)  of  its 
interest  in  the  Premises  as  lessee,  including  any  transfer  by  operation  of  Law, 
Sublandlord  (or  any  subsequent  Sublandlord)  shall  be  relieved  from  all 
subsequent  obligations  and  liabilities  arising  under  this  Sublease  subsequent  to 
such  transfer. 

1 9.9.  Brokers.  Neither  party  has  had  any  contact  or  dealings  regarding  the  leasing 
of  the  Premises  or  any  communication  in  connection  therewith,  through  any 
licensed  real  estate  broker  or  other  person  who  could  claim  a right  to  a 
commission  or  finder's  fee  in  connection  with  the  Sublease  contemplated  herein. 
In  the  event  that  any  broker  or  finder  perfects  a claim  for  a commission  or 
finder's  fee  based  upon  any  such  contact,  dealings  or  communication,  the  party 
through  whom  the  broker  or  finder  makes  a claim  shall  be  responsible  for  such 
commission  or  fee  and  shall  Indemnify  the  other  party  from  any  and  all  Losses 
incurred  by  the  indemnified  party  in  defending  against  the  same.  The  provisions 
of  this  Section  shall  survive  any  termination  of  this  Sublease. 

19.10.  Severability.  If  any  provision  of  this  Sublease  or  the  application  thereof  to 
any  person,  entity  or  circumstance  shall,  to  any  extent,  be  invalid  or 
unenforceable,  the  remainder  of  this  Sublease,  or  the  application  of  such 
provision  to  persons,  entities  or  circumstances  other  than  those  as  to  which  it  is 
invalid  or  unenforceable,  shall  not  be  affected  thereby,  and  each  other  provision 
of  this  Sublease  shall  be  valid  and  be  enforceable  to  the  fullest  extent  permitted 
by  Law. 

19.11.  Governing  Law.  This  Sublease  shall  be  construed  and  enforced  in  accordance 
with  the  Laws  of  the  State  of  California  and  the  federal  government. 

19.12.  Entire  Agreement.  This  instrument  (including  the  exhibits  hereto,  which  are 
made  a part  of  this  Sublease)  contains  the  entire  agreement  between  the  Parties 
and  supersedes  al  prior  written  or  oral  negotiations,  discussions,  understandings 
and  agreements.  The  Parties  further  intend  that  this  Sublease  shall  constitute  the 
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complete  and  exclusive  statement  of  its  terms  and  that  no  extrinsic  evidence 
whatsoever  (including  prior  drafts  of  this  Sublease  and  any  changes  therefrom) 
may  be  introduced  in  any  judicial,  administrative  or  other  legal  proceeding 
involving  this  Sublease.  Subtenant  hereby  acknowledges  that  neither 
Sublandlord  nor  Sublandlord's  Agents  have  made  any  representations  or 
warranties  with  respect  to  the  Premises  or  this  Sublease  except  as  expressly  set 
forth  herein,  and  no  rights,  easements  or  licenses  are  or  shall  be  acquired  by 
Subtenant  by  implication  or  otherwise  unless  expressly  set  forth  herein. 
Notwithstanding  the  foregoing,  the  Parties  shall  make  a good  faith  effort  to 
negotiate  mutually  acceptable  changes  to  this  Sublease,  if  any,  within  ninety  (90) 
days  of  the  date  hereof,  provided  however,  that  such  changes,  if  any,  shall  be 
subject  to  the  approval  of  the  Master  Landlord. 

19.13.  Attorneys'  Fees.  In  the  event  that  either  Sublandlord  or  Subtenant  fails  to 
perform  any  of  its  obligations  under  this  Sublease  or  in  the  event  a dispute  arises 
concerning  the  meaning  or  interpretation  of  any  provision  of  this  Sublease,  the 
defaulting  party  or  the  party  not  prevailing  in  such  dispute,  as  the  case  may  be, 
shall  pay  any  and  all  costs  and  expenses  incurred  by  the  other  party  in  enforcing 
or  establishing  its  rights  hereunder  (whether  or  not  such  action  is  prosecuted  to 
judgment),  including,  without  limitation,  court  costs  and  reasonable  attorneys' 
fees. 

19.14.  Time  of  Essence.  Time  is  of  the  essence  with  respect  to  all  provisions  of  this 
Sublease  in  which  a definite  time  for  performance  is  specified. 

19.15.  Cumulative  Remedies.  All  rights  and  remedies  of  either  party  hereto  set  forth 
in  this  Sublease  shall  be  cumulative,  except  as  may  otherwise  be  provided  herein. 

19. 1 6.  Survival  of  Indemnities.  Termination  of  this  Sublease  shall  not  affect  the 
right  of  either  party  to  enforce  any  and  all  indemnities  and  representations  and 
warranties  given  or  made  to  the  other  party  under  this  Sublease,  nor  shall  it  affect 
any  provision  of  this  Sublease  that  expressly  states  it  shall  survive  termination 
hereof.  Subtenant  specifically  acknowledges  and  agrees  that,  with  respect  to 
each  of  the  indemnities  contained  in  this  Sublease,  Subtenant  has  an  immediate 
and  independent  obligation  to  defend  Sublandlord  and  the  other  Indemnified 
Parties  from  any  claim  which  actually  or  potentially  falls  within  the  indemnity 
provision  even  if  such  allegation  is  or  may  be  groundless,  fraudulent  or  false, 
which  obligation  arises  at  the  time  such  claim  is  tendered  to  Subtenant  by 
Sublandlord  and  continues  at  all  times  thereafter. 

19.17.  Relationship  of  Parties.  Sublandlord  is  not,  and  none  of  the  provisions  in  this 
Sublease  shall  be  deemed  to  render  Sublandlord,  a partner  in  Subtenant's 
business,  or  joint  venturer  or  member  in  any  joint  enterprise  with  Subtenant.  This 
Sublease  is  not  intended  nor  shall  it  be  construed  to  create  any  third  party 
beneficiary  rights  in  any  third  party,  unless  otherwise  expressly  provided.  The 
granting  of  this  Sublease  by  Sublandlord  does  not  constitute  authorization  or 
approval  by  Sublandlord  of  any  activity  conducted  by  Subtenant  on,  in  or  relating 
to  the  Premises. 

19.18.  Recording.  Subtenant  agrees  that  it  shall  not  record  this  Sublease  or  any 
memorandum  or  short  form  hereof  in  the  official  records  of  any  county. 
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19.19.  Non-Liability  of  Indemnified  Parties’,  officials,  employees  and  Agents.  No 
elective  or  appointive  board,  commission,  member,  officer  or  employee  of  any  of 
the  Indemnified  Parties  shall  be  personally  liable  to  Subtenant,  its  successors  and 
assigns,  in  the  event  of  any  default  or  breach  by  Sublandlord  or  for  any  amount 
which  may  become  due  to  Subtenant,  its  successors  and  assigns,  or  for  any 
obligation  of  Sublandlord  under  this  Agreement. 

19.20.  No  Discrimination.  Subtenant  shall  comply  with  the  non-discrimination 
provisions  of  Section  19.1  of  the  Master  Lease,  including,  without  limitation, 
posting  all  notices  required  therein. 

19.21.  Counterparts.  This  Sublease  may  be  executed  in  two  or  more  counterparts, 
each  of  which  shall  be  deemed  an  original,  but  all  of  which  taken  together  shall 
constitute  one  and  the  same  instrument. 

19.22.  Master  Landlord's  Consent.  This  Sublease  is  expressly  conditioned  upon 
receipt  of  the  written  consent  of  Master  Landlord 

20.  SPECIAL  CITY  PROVISIONS 

20. 1 . Signs.  Subtenant  agrees  that  it  will  not  erect  or  maintain,  or  permit  to  be 
erected  or  maintained,  any  signs,  notices  or  graphics  upon  or  about  the  Premises 
which  are  visible  in  or  from  public  corridors  or  other  portions  of  any  common 
areas  of  the  Building  or  from  the  exterior  of  the  Premises,  without  Sublandlord's 
prior  written  consent,  which  Sublandlord  may  withhold  or  grant  in  its  sole 
discretion. 

20.2.  Public  Transit  Information.  Subtenant  shall  establish  and  carry  on  during  the 
Term  a program  to  encourage  maximum  use  of  public  transportation  by 
personnel  of  Subtenant  employed  on  the  Premises,  including,  without  limitation, 
the  distribution  to  such  employees  of  written  materials  explaining  the 
convenience  and  availability  of  public  transportation  facilities  adjacent  or 
proximate  to  the  Premises  and  encouraging  use  of  such  facilities,  all  at 
Subtenant's  sole  expense. 

20.3.  Non-Discrimination. 

20.3. 1 . Covenant  Not  to  Discriminate.  In  the  performance  of  this  Sublease, 
Subtenant  covenants  and  agrees  not  to  discriminate  on  the  basis  of  the  fact  or 
perception  of  a person’s  race,  color,  creed,  religion,  national  origin,  ancestry, 
age,  sex,  sexual  orientation,  gender  identity,  domestic  partner  status,  marital 
status,  disability  or  Acquired  Immune  Deficiency  Syndrome  or  HIV  status 
(AIDS/HIV  status)  against  any  employee  of,  any  City  employee  working 
with,  or  applicant  for  employment  with,  Subtenant  in  any  of  Subtenant’s 
operations  within  the  United  States,  or  against  any  person  seeking 
accommodations,  advantages,  facilities,  privileges,  services,  or  membership 
in  all  business,  social,  or  other  establishments  or  organizations  operated  by 
Subtenant. 

20.3.2.  Sub-subleases  and  Other  Subcontracts.  Subtenant  shall  include  in  all 
sub-subleases  and  other  subcontracts  relating  to  the  Premises  a non- 
discrimination clause  applicable  to  such  subtenant  or  other  subcontractor  in 
substantially  the  form  of  subsection  20.3.1  above.  In  addition.  Subtenant 
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shall  incorporate  by  reference  in  all  sub-subleases  and  other  subcontracts  the 
provisions  of  Sections  12B.2(a),  12B.2(c)-(k),  and  12C.3  of  the  San 
Francisco  Administrative  Code  and  shall  require  all  subtenants  and  other 
subcontractors  to  comply  with  such  provisions.  Subtenant’s  failure  to 
comply  with  the  obligations  in  this  subsection  shall  constitute  a material 
breach  of  this  Sublease. 

20.3.3.  Non-Discrimination  in  Benefits.  Subtenant  does  not  as  of  the  date  of 
this  Sublease  and  will  not  during  the  Term,  in  any  of  its  operations  in  San 
Francisco  or  where  the  work  is  being  performed  for  the  City  or  elsewhere 
within  the  United  States,  discriminate  in  the  provision  of  bereavement  leave, 
family  medical  leave,  health  benefits,  membership  or  membership  discounts, 
moving  expenses,  pension  and  retirement  benefits  or  travel  benefits,  as  well 
as  any  benefits  other  than  the  benefits  specified  above,  between  employees 
with  domestic  partners  and  employees  with  spouses,  and/or  between  the 
domestic  partners  and  spouses  of  such  employees,  where  the  domestic 
partnership  has  been  registered  with  a governmental  entity  pursuant  to  state 
or  local  law  authorizing  such  registration,  subject  to  the  conditions  set  forth 
in  Section  12B.2(b)  of  the  San  Francisco  Administrative  Code.  Subtenant 
shall  execute  the  “Chapter  12B  Declaration:  Nondiscrimination  in  Contracts 
and  Benefits”  form  (Form  HRC-12B-101)  with  supporting  documentation 
and  secure  the  approval  of  the  form  by  the  San  Francisco  Human  Rights 
Commission  (the  “HRC”). 

20.3.4.  Incorporation  of  Administrative  Code  Provisions  by  Reference.  The 
provisions  of  Chapters  12B  and  12C  of  the  San  Francisco  Administrative 
Code  relating  to  non-discrimination  by  parties  contracting  for  the  lease  of 
City  property  are  incorporated  in  this  Section  by  reference  and  made  a part 
of  this  Agreement  as  though  fully  set  forth  herein.  Subtenant  shall  comply 
fully  with  and  be  bound  by  all  of  the  provisions  that  apply  to  this  Sublease 
under  such  Chapters  of  the  Administrative  Code,  including  but  not  limited  to 
the  remedies  provided  in  such  Chapters.  Without  limiting  the  foregoing, 
Subtenant  understands  that  pursuant  to  Section  12B.2(h)  of  the  San 
Francisco  Administrative  Code,  a penalty  of  $50  for  each  person  for  each 
calendar  day  during  which  such  person  was  discriminated  against  in 
violation  of  the  provisions  of  this  Sublease  may  be  assessed  against 
Subtenant  and/or  deducted  from  any  payments  due  Subtenant. 

20.4.  No  Relocation  Assistance:  Waiver  of  Claims.  Subtenant  acknowledges  that  it 
will  not  be  a displaced  person  at  the  time  this  Sublease  is  terminated  or  expires 
by  its  own  terms,  and  Subtenant  fully  RELEASES,  WAIVES  AND 
DISCHARGES  forever  any  and  all  Claims  against,  and  covenants  not  to  sue, 
Sublandlord,  its  departments,  commissions,  officers,  directors  and  employees, 
and  all  persons  acting  by,  through  or  under  each  of  them,  under  any  laws, 
including,  without  limitation,  any  and  all  claims  for  relocation  benefits  or 
assistance  from  Sublandlord  under  federal  and  state  relocation  assistance  laws 
(including,  but  not  limited  to,  California  Government  Code  Section  7260  et  seq.L 
except  as  otherwise  specifically  provided  in  this  Sublease  with  respect  to  a 
Taking. 

20.5.  MacBride  Principles  - Northern  Ireland.  The  City  and  County  of  San 
Francisco  urges  companies  doing  business  in  Northern  Ireland  to  move  toward 
resolving  employment  inequities  and  encourages  then  to  abide  by  the  MacBride 
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Principles  as  expressed  in  San  Francisco  Administrative  Code  Section  12F.1,  et 
seq.  The  City  and  County  of  San  Francisco  also  urges  San  Francisco  companies 
to  do  business  with  corporations  that  abide  by  the  MacBride  Principles. 

Subtenant  acknowledges  that  it  has  read  and  understands  the  above  statement  of 
the  City  and  County  of  San  Francisco  concerning  doing  business  in  Northern 
Ireland. 

20.6.  Tropical  Hardwood  Ban.  The  City  and  County  of  San  Francisco  urges 
companies  not  to  import,  purchase,  obtain  or  use  for  any  purpose,  any  tropical 
hardwood  or  tropical  hardwood  product. 

20.7.  Conflicts  of  Interest.  Subtenant  states  that  it  is  familiar  with  the  provisions  of 
Section  8.105  and  8.106  of  the  San  Francisco  Charter  and  certifies  that  it  knows 
of  no  facts  which  would  constitute  a violation  of  such  provisions.  Subtenant 
further  certifies  that  it  has  made  a complete  disclosure  to  the  Sublandlord  of  all 
facts  bearing  on  any  possible  interests,  direct  or  indirect,  which  Subtenant 
believes  any  officer  or  employee  of  the  Sublandlord  presently  has  or  will  have  in 
this  Sublease  or  in  the  performance  thereof  or  in  any  portion  of  the  profits 
thereof.  Willful  failure  by  Subtenant  to  make  such  disclosure,  if  any,  shall 
constitute  grounds  for  the  Sublandlord's  termination  and  cancellation  of  this 
Sublease. 

2 0.8.  Burma  (Myanmar)  Business  Prohibition.  Subtenant  is  not  the  government 
of  Burma  (Myanmar),  a person  or  business  entity  organized  under  the  laws  of 
Burma  (Myanmar)  or  a “prohibited  person  or  entity”  as  defined  in  Section 
12J.2(G)  of  the  San  Francisco  Administrative  Code.  Sublandlord  reserves  the 
right  to  terminate  this  Sublease  for  default  if  Subtenant  violates  the  terms  of  this 
clause.  Chapter  12J  of  the  San  Francisco  Administrative  Code  is  hereby 
incorporated  by  reference  as  though  fully  set  forth  herein.  The  failure  of 
Subtenant  to  comply  with  any  of  its  requirements  shall  be  deemed  a material 
breach  of  this  Sublease.  In  the  event  Subtenant  fails  to  comply  in  good  faith  with 
any  of  the  provisions  of  Chapter  12J  of  the  San  Francisco  Administrative  Code, 
Subtenant  shall  be  liable  for  liquidated  damages  for  each  violation  in  an  amount 
equal  to  Subtenant’s  net  profit  under  this  Sublease,  or  10%  of  the  total  amount  of 
the  Sublease,  or  $1,000,  whichever  is  greatest.  Subtenant  acknowledges  and 
agrees  the  liquidated  damages  assessed  shall  be  payable  to  the  City  upon  demand 
and  may  be  setoff  against  any  moneys  due  to  the  Subtenant  from  this  Sublease . 

20.9.  Prevailing  Wages  for  Construction  Work.  Subtenant  agrees  that  any  person 
performing  labor  in  the  construction  of  Alterations  under  this  Sublease  shall  be 
paid  not  less  than  the  highest  prevailing  rate  of  wages  and  that  Subtenant  shall 
include  in  any  contract  for  construction  of  such  improvements  a requirement  that 
all  persons  performing  labor  under  such  contract  shall  be  paid  not  less  than  the 
highest  prevailing  rate  of  wages  for  the  labor  so  performed.  Subtenant  further 
agrees  that,  as  to  the  construction  of  such  improvements  under  this  Sublease, 
Subtenant  shall  comply  with  all  the  provisions  of  subsection  (b)  of  San  Francisco 
Charter  Section  A7.204  and  Sections  6.33  through  6.45  of  the  San  Francisco 
Administrative  Code  that  relate  to  payment  of  prevailing  wages.  Subtenant  shall 
require  any  contractor  to  provide,  and  shall  deliver  to  Sublandlord  every  two 
weeks  during  any  construction  period,  certified  payroll  reports  with  respect  to  all 
persons  performing  labor  in  the  construction  of  any  Alterations. 
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20.10.  Prohibition  of  Tobacco  Advertising.  Subtenant  acknowledges  and  agrees  that 
no  advertising  of  cigarettes  or  tobacco  products  is  allowed  on  any  real  property 
owned  by  or  under  the  control  of  the  City  or  the  Authority,  including  the 
Premises.  This  prohibition  includes  the  placement  of  the  name  of  a company 
producing  selling  or  distributing  cigarettes  or  other  tobacco  products  or  the  name 
of  any  cigarette  or  other  tobacco  product  in  any  promotion  of  any  event  or 
product.  This  prohibition  does  not  apply  to  any  advertisement  sponsored  by  a 
state;  local  or  nonprofit  entity  designed  to  communicate  the  health  hazards  of 
cigarettes  and  other  tobacco  products  or  to  encourage  people  not  to  smoke  or  to 
stop  smoking. 

Sublandlord  and  Subtenant  have  executed  this  Sublease  in  triplicate  as  of  the  date  first 
written  above. 


SUBTENANT: 


a 


By: 

Its: 
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SUBLANDLORD: 


TREASURE  ISLAND  DEVELOPMENT 
AUTHORITY 


By: 

Its: 


Approved  as  to  Form: 


Deputy  City  Attorney 
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Plan 

Phase  I 
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TIHDI  First  Phase  Housing  Plan 


Overview 

- Overview  of  Selection  Process 

- Summary  of  TIHDI  “Pioneer”  Units 

1 . 0 /erview  of  4 Pioneers  - Proposed  Projects 

- Catholic  Charities 

- Haight-Ashbury  Free  Clinics,  Inc. 

- Swords  to  Plowshares 

- Walden  House 

2.  E-cperience  & Organizational  Capacity  of  Pioneers 

- Catholic  Charities 

- Haight-Ashbury  Free  Clinics,  Inc. 

- Swords  to  Plowshares 

- Walden  House 

3.  Services  Plan 

- Catholic  Charities 

- Haight-Ashbury  Free  Clinics,  Inc. 

- Swords  to  Plowshares 

- Walden  House 

4.  Financial  Plan 


TIHDI  Hsg  Pin  Phase  1 
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Overview  of  Selection  Process  for  TIHDI  "Pioneers" 


Background 

In  1996,  the  federally-mandated  Homeless  Assistance  component  of 
the  Treasure  Island  Draft  Reuse  Plan  was  endorsed  by  the  San 
Francisco  Board  of  Supervisors  and  approved  by  the  U.S. 

Department  of  Housing  and  Urban  Development  (HUD) . This  included 
the  opportunity  for  the  Treasure  Island  Homeless  Development 
Initiative  (TIHDI)  to  reuse  375  units  of  housing  on  Treasure  and 
Yerba  Buena  Islands. 

All  the  housing  on  Treasure  Island  and  most  of  the  housing  on 
Yerba  Buena  Island  was  vacated  by  the  Navy  as  of  July  1,  1997. 

In  anticipation  of  a summer  1997  move  in  date,  TIHDI  developed  a 
RFP  process  to  select  TIHDI  members  to  rehab  and  occupy  the 
housing.  TIHDI  planned  for  a phased  development,  starting  with 
80  to  100  units  of  housing. 

Selection  Process 

In  January  1997,  TIHDI  developed  a request  for  proposals  (RFP) 
and  distributed  it  to  TIHDI  Housing  Committee  members. 

Respondents  had  to  respond  to  the  following:  program  description, 
organizational  capacity,  financial  plan,  community  services  plan 
and  an  outreach  and  orientation  plan  and  were  evaluated  based  on 
their  responses  to  them.  TIHDI  formed  an  evaluation  and  review 
committee  that  was  facilitated  by  the  Corporation  for  Supportive 
Housing  and  included  non-applying  TIHDI  members  and  a City 
employee  expert  in  housing. 

Pioneers  Selected 

Two  TIHDI  members  were  initially  chosen  through  this  process, 
Haight  Ashbury  and  Swords  to  Plowshares.  As  time  passed  and  it 
appeared  that  reoccupying  the  housing  would  take  longer,  TIHDI 
selected  an  additional  two  organizations  to  move  forward  with 
their  housing  programs.  Using  the  above  selection  process. 
Catholic  Charities  and  Walden  House  were  included  in  this  first 
phase  of  TIHDI  housing  reuse. 

Collaborative  Development 

TIHDI  is  maximizing  its  collaborative  efforts  by  developing  these 
86  units  collaboratively . TIHDI  member,  Mercy  Charities  Housing 
has  teen  providing  housing  development  technical  assistance  and 
Asian  Neighborhood  Design  is  providing  architectural  services  to 
the  project.  Although  it  is  being  coordinated  as  one  development 
project  to  maximize  economies  of  scale,  individual  TIHDI  pioneers 
have  their  own  committed  funding  and  will  have  individual 
subleases  with  the  TIDA. 
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SUMMARY  OF  TIHDI  "PIONEER"  UNITS 

Total  number  of  units  in  this  First  Phase:  86 
CATHOLIC  CHARITIES 
Number  of  units:  30 

TI  Addresses:  1403,  1405,  1406  Sturgeon 

1419  Striped  Bass,  1409  Flounder 

Population  to  be  served:  Homeless  Families 

Brief  description  of  program:  Permanent  housing  & support  services  to 
assist  homeless  families  with  disabilities  to  access  and  retain  safe, 
secure  permanent  housing  and  to  achieve  residential,  economic  and 
personal  stability. 

HAIGHT  ASHBURY  FREE  CLINICS 

Number  of  Units:  18 

TI  Addresses:  1440,  1441,  1443  Chinook 

Population  to  be  served:  Homeless  Adults 

Brief  description  of  program:  Residential  programs  that  provide 
housing  and  24  hour  support  services  to  women  and  men  that  are  in  need 
of  psychiatric  care,  and/or  medical  care,  and/or  substance  abuse 
treatment . 

SWORDS  TO  PLOWSHARES 
Number  of  Units:  24 

TI  Addresses:  1432,  1433,  1434,  1435  Halibut 

Population  to  be  served:  Homeless  Veterans 

Brief  description  of  program:  Supportive  transitional  housing  to 
homeless  veterans  for  a period  of  up  to  two  years  to  achieve  permanent 
self-sufficient  living. 

WALDEN  HOUSE 

Number  of  Units:  14 

TI  Addresses:  1442,  1445  & 1447  Chinook 

Population  to  be  served:  Homeless  Adults 

Brief  description  of  program:  Supervised  transitional  housing  for 
homeles::  men  and  women  to  assist  them  in  overcoming  barriers  to 
achieving  self-sufficient  living. 
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EXHIBIT  A-l 


Catholic  Charities 

1.  Proposed  Project 

Catholic  Charities  is  proposing  to  provide  semi-permanent  housing  subsidies  to 
homeless  families  while  providing  supportive  services  and  intensive  case 
rrumagement.  When  the  Family  Resource  Center  Shelter  Plus  Care  (S+C)  staff  was 
faced  with  finding  38  units  of  privately  owned  scattered  site  affordable  housing  in 
1996,  we  confirmed  the  conventional  wisdom  stating  that  affordable  housing  in  San 
Frmcisco  is  nearly  nonexistent.  When  the  possibility  for  housing  on  Treasure  Island 
was  presented,  the  concept  of  providing  affordable,  safe,  and  clean  housing  to 
homeless  families  was  eagerly  embraced.  This  is  an  expansion  of  their  existing  S+C 
program  for  the  purpose  of  providing  homeless  families  with  homes,  sustainable 
semces,  and  increased  hope  for  their  futures. 

2.  Organizational  Experience/Capacity 

Catholic  Charities  mission  is  to  alleviate  immediate  human  suffering  by  providing 
dhect  services  for  the  poor  and  disenfranchised;  to  address  root  causes  of  poverty  and 
injustice  by  assisting  people  to  mobilize  their  own  resources  and  become  self- 
su  ificient;  and  to  enhance  society’s  awareness  of  suffering  through  advocacy  for 
changing  unjust  social  conditions.  Catholic  Charities  employs  people  of  all 
ba:kgrounds  and  religions  and  provides  services  to  any  person  in  need  without  regard 
to  race,  creed,  religion,  sexual  orientation,  Or  national  origin.  The  organization’s 
programs  serve  seniors,  youth,  homeless  families  and  individuals,  troubled  families, 
those  at  risk  of  homelessness,  single  mothers,  immigrants  and  refugees.  Last  year, 
Cetholic  Charities  provided  services  to  over  70,000  people  at  22  sites  in  San 
Frincisco,  Marin,  and  San  Mateo  Counties. 

Cstholic  Charities  employs  people  of  a operates  a combination  of  1 1 emergency, 
transitional  and  residential  programs  providing  shelter  and  support  services  to 
individuals  and  family’s  presented  with  homelessness,  HIV/AIDS,  domestic  violence 
and  geriatrics.  Support  services  to  these  programs  include  case  management, 
counseling,  peer  support,  childcare,  attendant  care,  and  recreational  opportunities. 
Several  recent  projects  include:  the  Shelter  Plus  Care  Project  with  annual 
expenditures  of  $140,000  (service  component  only)  and  is  a five-year  housing 
subsidy  program  supported  by  a companion  grant  to  provide  long-term  support 
sevices  to  qualified  families  with  children.  Project  staff  negotiate,  secure  and  manage 
scattered  rental  sites  in  San  Francisco;  the  Richmond  Hills  Transitional  Housing 
Program  with  annual  expenditures  of  &683,000  is  a two-year  transitional  living 
project  to  help  family”  with  children  in  San  Francisco  achieve  self-sufficiency.  An 
on-site  employment  development  specialist  helps  prepare  parents  for  work;  and  the 
St  Joseph”  village  project  with  estimated  annual  expenditures  of  $600,000  is  a 55 
bed  emergency  housing  program  for  pregnant  and  homeless  women  with  children. 
E^ch  of  these  programs  are  staffed  and  supported  by  teams  of  social  workers,  public 
health  aides,  counselors,  educators  and  mental  health  workers. 
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Catholic  Charities’  Family  Resource  Center  (FRC)  currently  manages  housing 
subsidies  and  supportive  services  for  38  homeless  families.  The  project  is  unique 
compared  to  other  shelter  plus  care  projects,  in  that,  we  identify  scattered  sites  in  the 
pn  vate  market  to  sub-lease  to  families.  Also  unique  to  other  projects  of  its  kind  are 
the  peer  based  voluntary  supportive  services,  which  help  families  realize  their  newly 
found  housing  security.  These  peer  based  activities  range  from  home  visiting  to 
benefits  advocacy.  We  have  found  by  using  the  peer-based  model  that  families  are 
motivated  to  participate  and  take  ownership  of  the  project  and  their  communities. 


3.  Services  Plan 

All  families  referred  to  Catholic  Charities  by  Shelter  Plus  Care  will  participate  in 
wo  rkshops  and  group  meetings  designed  to  prepare  them  for  independent  living  on 
Treasure  Island.  These  will  include  opportunities  to  become  familiar  with  staff 
working  on  the  island,  develop  relationships  with  other  families,  and  build 
community;  become  oriented  to  Treasure  Island,  it’s  amenities,  services,  and  other 
seivice  providers;  to  services  provided  by  Catholic  charities  both  on  Treasure  Island 
an  i at  the  Family  Resource  Center;  and  to  participate  in  Becoming  a Responsible 
Tenant,  a program  using  a skill-building  model  to  prepare  customers  for  all  the  rights 
and  responsibilities  of  tenancy. 

Program  staff  will  work  with  interested  tenants  to  develop  a Services  Plan,  which  is 
used  as  a guide  to  assess  the  level  of  support  services  currently  present  and  identify 
gaps  in  services  needed  for  each  individual  household.  The  Services  Plan  includes 
discussing  such  life  domains  as  basic  living  skills,  including  communication,  setting 
and  achieving  goals,  and  learning  to  be  a good  tenant;  health  services,  including 
primary  care,  pediatric  needs,  mental  health,  substance  abuse  and  HIV/AIDS; 
educational,  vocational  and  employment  needs;  assistance  with  finances  including 
money  management,  third  party  rental  payment  and  assistance  with  obtaining 
entitlements;  child  care,  parenting  education,  respite  care,  and  reunification. 

The  Shelter  Plus  Care  treatment  team,  made  up  of  a Program  Director,  Clinical 
Supervisor,  Peer  Counselors,  and  a Community  Developer  will  work  together  to 
develop  a comprehensive  and  individualized  package  of  services  for  each 
pajticipating  family.  The  plan  will  include  individual  services  provided  by  Catholic 
Charities  staff,  group  meetings  and  activities  provided  by  Catholic  charities  staff, 
assessment,  advocacy  and  referral  to  services  provided  by  city  services  and  by 
community  based  organizations,  and  case  management  to  assure  that  customers  needs 
are  being  met  effectively. 

The  Community  Developer  and  Peer  Counselors  will  actively  work  with  the  Family 
Ac  visory  board  to  encourage  all  families,  regardless  of  participation  in  individual 
sei  vices,  to  participate  in  community  building  activities.  These  will  include  regular 
community  meetings,  leadership  training,  development  of  a tenant’s  association, 
parent  education  classes,  a neighborhood  watch  program  developed  in  conjunction 
wi  :h  SAFE,  and  recreational  gatherings.  The  Community  Developer  will  work  with 
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the  Family  Advisory  Board  to  identify  services,  such  as  the  mobile  library  van,  GED 
classes,  and  organized  children’s  sports  teams,  which  can  be  lobbied  for  with 
T;  HDI’s  community  development  group.  All  staff  will  work  with  tenants  to  facilitate 
their  participation  in  school  based  activities  involving  their  children,  including 
pcrticipation  in  the  PTA,  volunteering  in  the  classroom,  and  developing  after  school 
activities  such  as  homework  clubs  and  team  sports. 

4.  Financial  Plan 

(a)  Service  Funds  Committed* 

HUD/McKinney  Supportive  Housing  Program  $300,000  (2  Years) 

HUD/McKinney  Shelter  Plus  Care  Subsidy  $1.6  Million  approx.  (5  Years) 

*A11  programs  also  collect  a percentage  of  income  (GA,  SSI,  TANF,  etc.) 
from  its  residents  to  support  its  programs. 

* Includes  operating  cost  and  support  services. 

(b)  Capital  Financing 
(see  attached  sheet) 
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EXHIBIT  A- 2 


Haight-Ashbury  Free  Clinics,  Inc. 

1.  Proposed  Project 

tLLFCI  proposes  to  move  three  women’s  programs  to  Treasure  Island.  This 
opportunity  comes  at  a perfect  time  for  HAFCI.  A community  provider  of  free 
specialty  residential  and  outpatient  care  for  nearly  thirty  years,  HAJFCI  has  been  given 
an  ultimatum  by  the  City  and  the  Federal  funders  of  some  of  it’s  programs  - “locate 
ADA  compliant  facilities  for  your  supportive  housing  treatment  programs,  or  loose 
the  funds  that  pay  for  them”.  The  HAFCI  needs  to  relocate  substantial  parts  of  it’s 
residential  programs  to  better  space,  and  Treasure  Island  affords  just  such  an 
opportunity  in  addition  to  providing  a beautiful  place  to  live.  The  Haight-Ashbury 
Free  Clinics  will  relocate  the  Smith  House,  Smith  Ryan,  and  Lodestar  programs 
within  it’s  system  to  Treasure  Island.  AH  are  operated  to  provide  social  model 
rec  overy  oriented  housing. 

2.  Organizational  Experience/Capacity 

HAFCI  has  operated  treatment  related  supportive  housing  systems  for  over  76  clients 
(static  capacity)  in  five  different  programs  for  over  eight  years.  All  of  these 
supportive  housing  programs  are  predicated  on  the  belief  that  the  disease  of  addiction 
is  best  approached  by  a comprehensive,  culturally  consistent  service  delivery  system 
which  incorporate  medical,  emotional,  family,  vocational,  and  spiritual  elements  into 
a cohesive  program  shepherding  clients  to  a continuous  clean  and  sober  lifestyle 
(recovery).  Each  year,  HAFCI  serves  over  240  people  in  supportive  housing  settings. 
Homeless  folks  at  HAFCI’ s supportive  transitional  housing  are  provided  treatment 
according  to  protocols  developed  by  staff  over  the  past  25  years,  including 
medication  for  withdrawal  discomfort,  medical  care,  psychological  counseling,  and 
recovery  oriented,  drug  free  support  groups.  Data  from  a study  completed  by  the 
H/FCI  shows  that  (homeless)  clients  who  are  concurrently  treated  for  substance 
abuse  and  mental  illness  are  significantly  more  likely  to  stay  in  treatment  for  at  a least 
a year  than  those  who  receive  (mental)  health  care  elsewhere  or  not  at  all  (10.03  at  .01 
level  of  confidence:  Newmeyer/Colvin,  1995) 


3.  Se  rvices  Plan 

HAFCI  Program  staff  will  provide  an  array  of  concurrent  substance  abuse, 
independent  living,  and  mental  health  services  tailored  to  individual  transitional 
housing  client  needs;  these  include: 

• Personal  Recovery  Planning/Education  Sessions 

• Social/Recreational  Activities/Family  Education  & Parenting  Skills 

• Individual/Group  Sessions/Case  Management/Relapse  Prevention 

• Living  Skills  workshop/Bio-psycho-social  Assessment 

• Discharge/Exit  Planning/Treatment  Planning/Re-entry  Planning 

• Progress  Evaluation/Pre- Vocational/Vocational  Services 

• Job  Placement/Recreational  Activities 

• Urinalysis  Testing/Outreach/Community  Services 
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The  programs  are  Social  Model  Recovery  Transitional  Housing.  As  a rule  each 
program  has  1.0  FTE  Center  Manager,  1.0  FTE  Resident  Manger,  1.0  FTE  Intake 
Manager/Counselor,  1.0  FTE  Weekend  Manager,  1.0  FTE  Case  Manager/Counselor, 
and  .5  FTE  Relief  counselor.  These  staff  are  usually  ethnically  and  culturally 
reflective  of  the  target  population.  They  provide  social  Model  substance  Abuse 
Treatment  Housing  Services  to  clients  both  self-referred  and  referred  from  the  San 
Francisco  Target  Cities  System.  The  staffing  pattern  usually  looks  like  this  per 
program/ 1400  Series  sixplex: 

Center  Manager  (1.0  FTE  per  program).  This  staff  person  would  oversee  the  staff 
of  the  Project.  Responsible  for  all  aspects  of  clinical  protocol  U3ed  to  residents. 
Responsibilities  will  include  direct  individual  supervision  of  each  counseling  staff 
and  of  case  conference  with  the  Residential  Staff  and  the  submission  of  quarterly 
reports  and  service  documentation.  Minimum  of  three  years  of  Residential  Program 
Experience. 

Resident  Manager  (1.0  FTE  per  program).  This  staff  would  provide  the  clinical 
sei  vices  to  residents  in  this  Program.  Responsibilities  will  include  implementation  of 
cli  lical  protocol  used  to  serve  paroled  clients.  Responsible  for  all  treatment  plan 
updates  and  treatment  notations.  Responsible  for  all  mental  health  case  management. 

W *ekend  Manager  (1.0  FTE  per  program).  This  staff  would  provide  the  weekend 
sei  vices  to  residents  in  the  Program.  Responsibilities  will  include  implementation  of 
cl L lical  protocol  used  to  serve  paroled  clients.  Responsible  for  ail  weekend  treatment 
pltn  updates  and  treatment  notations.  Responsible  for  all  weekend  case  management. 

Intake  Manager/Counselor  (1.0  FTE  per  program).  This  staff  would  provide  the 
clinical  intake  services  to  residents  in  this  Program.  Responsibilities  will  include 
im  Cementation  of  intake  clinical  protocol  used  to  serve  paroled  clients.  Responsible 
for  all  the  intake  updates  and  treatment  notations.  Co-responsible  for  all  mental  health 
cas  e management. 

Case  Manager/Counselor  (1.0  FTE  per  program).  This  staff  would  provide  the 
clinical  services  to  residents  in  this  Program.  Responsibilities  will  include 
im  Cementation  of  clinical  protocol  used  to  serve  paroled  clients.  Responsible  for  all 
treatment  plan  updates  and  treatment  notations.  Responsible  for  all  mental  health  case 
management. 

Relief  Counselor  (.5  FTE  per  program).  This  staff  would  provide  the  relief  clinical 
services  to  residents  in  this  Program.  Responsibilities  will  include  all  relief  treatment 
plan  updates  and  relief  staff  treatment  notations.  Responsible  for  all  relief  case 
management. 

Deployment  of  staff  would  be  program  specific  with  collaboration  in  addressing  the 
sec  urity  and  food  preparation.  Currently,  each  program  is  funded  separately  with  staff 
to  address  the  treatment  and  housing  needs  of  the  clients  funded  by  each  individually 
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ccntracted  program.  We  retain  the  clinical  staff  with  each  activity,  but  plan  to 
consolidate  some  of  the  administrative  positions  to  afford  the  cost  of  direct  client 
benefits  like  recreation  and  entertainment  when  these  programs  move  to  Treasure 
Island. 

4.  Financial  Plan 

(a)  Service  Funds  Committed* 


* All  programs  also  collect  a percentage  of  income  (GA,  SSI,  TANF,  etc.) 
from  its  residents  to  support  its  programs. 

* Includes  operating  cost  and  support  services. 

(b)  Capital  Financing 
(see  attached  sheet) 


Ryan  White  Care 

San  Francisco  General  Fund 


$434,293  (3  Years) 

$270,707 


TIHDI  Hsg  Pin  Phase  1 


Page  6 


01/14/1899  09:25 


2740316 


TIHDI 


PAGE  12 


EXHIBIT  A- 3 


Swords  to  Plowshares 

1.  Proposed  Project 

Sv/ords  to  Plowshare’s  Treasure  Island  prototype  project  will  provide  supportive 
transitional  housing  to  56  homeless  veterans  at  a time  for  a period  of  up  to  two  years. 
As  a HUD  McKinney  Transitional  Housing  Program,  residents  may  stay  up  to  two 
years  - as  some  have.  The  average  length  of  stay  is  six  months,  with  most  completing 
the  program  in  10-12  months.  We  anticipate  that  this  program  will  serve  90 
individuals  annually. 

The  overall  goal  of  the  proposed  program  is  to  move  people  who  have  been 
chronically  homeless  from  the  streets  to  permanent  self-sufficient  living.  This  is 
designed  to  be  the  last  program  - to,  break  the  cycle  of  homelessness,  addiction  and 
failed  attempts  at  recovery.  There  are  three  primary  program  goals:  (1)  Re- 
socialization  enables  individuals  to  learn  new  ways  to  communicate,  to  resolve 
interpersonal  problems,  and  to  give  and  take  mutual  support;  (2)  Developing  a sound 
support  system  so  that  when  residents  leave  the  program  they  have  such  a system  in 
place  (e.g.,  clean  and  sober  friends,  a 12-step  program,  a sponsor,  affiliation  with  a 
church  or  some  entity  that  resonates  with  their  spiritual  needs,  housing,  meaningful, 
employment);  (3)  Self-honesty  - a genuine  understanding  of  one’s  own  key  personal 
issues  and  a willingness  to  work  them  through.  Personal  responsibility  is  emphasized, 
expected,  and  assumed. 

2.  Organizational  Experience/Capacity 

Swords  has  been  serving  veterans  since  1974.  Initially,  the  needs  centered  on  the 
prcblems  of  returning  Vietnam  War  veterans  in  reintegrating  into  American  society 
and  in  obtaining  veterans  benefits.  The  services  required  at  that  time  were  specialized 
legal  services,  counseling,  and  employment  assistance.  Swords’  founders,  board,  and 
sta'f  were,  for  the  most  part,  veterans  who  believed  in  a vets-helping-vets  approach. 
Funding  for  Swords’  services  came  initially  from  CETA  and  from  the  Legal  Services 
Co  -poration.  During  the  1980s,  many  more  of  Swords’  clients  were  homeless,  and  the 
mental  health  and  substance  abuse  problems  were  more  severe  and  entrenched. 
Swords  was  able  to  obtain  additional  funding  from  the  San  Francisco  Department  of 
Mental  Health  Services,  which  continues  to  support  Swords’  outreach,  assessment, 
anc  counseling  services. 

In  .988,  Swords  participated  in  public  hearings  to  address  the  need  for  housing,  and 
in  1 989,  Swords  opened  its  first  housing  program  consisting  of  15  rooms  in  the  Civic 
Center  Residence,  a residential  hotel  operated  by  Tenderloin  Neighborhood 
Development  Corporation  at  44  McAllister  Street.  Funding  for  this  program  came 
from  the  Veterans  Administration  (VA)  and  veterans  served  were  those  being 
discharged  from  the  VA’s  inpatient  psychiatric  and  substance  abuse  programs. 

Swards  established  a specialized  supportive  housing  program  that  has  housed  nearly 
40(i  veterans  since  that  time.  In  1992,  Swords  was  awarded  a Supportive  Housing 
Program  grant  from  HUD  McKinney  funds,  with  matching  funds  from  the  San 
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F -ancisco  Redevelopment  Agency,  to  purchase  and  renovate  two  residential 
structures  on  DeMontfort  Street.  It  opened  on  Veterans  Day  in  1993.  In  1994  and 
again  in  1 996,  Swords  was  awarded  HUD  McKinney  Supportive  Housing  Program 
grants  which  support  up  to  56  homeless  veterans  at  a time  in  transitional  housing. 
Both  of  these  were  designed  to  be  easily  transferable  to  another  site  should  other 
more  appropriate  sites  become  available  - as  in  the  case  of  this  Treasure  Island 
opportunity.  A listing  of  Swords’  funds  and  sources  is  attached. 

T ie  Veterans  Academy  grew  our  of  Stand  Down,  a three-day  respite  for  hundreds  of 
homeless  veterans  where  hundreds  of  volunteers  and  a wide  variety  of  service 
providers  gathered.  After  the  three  days,  however,  no  new  housing  had  been  created, 
ar.d  veterans  had  to  return  to  the  streets  and  shelters.  The  Veterans  Academy  was  a 
way  to  institutionalize  the  peer  support  and  focused  services  of  Stand  Down.  In  1992, 
Swords  responded  to  a “Call  for  Interest”  circulated  by  the  National  Park  Service 
Association  to  solicit  ideas  for  use  of  the  Presidio  of  San  Francisco.  Swords 
re  jponded  with  an  expanded  version  of  the  Academy  concept  paper.  Swords  obtained 
foundation  funding  to  hire  a consultant  to  track  the  activities  of  the  Select  Committee 
or  Base  Closures  of  the  County  Boards  of  Supervisors  and  the  Office  of  Military 
Base  Conversions  of  the  San  Francisco  Redevelopment  Agency.  Decisions  about 
di  ;position  of  the  Presidio  are  not  yet  finalized,  but  as  of  this  writing,  a Veterans 
Academy  campus  will  be  located  at  the  Presidio,  housing  60  homeless  veterans. 
Support  for  this  proposed  project  will  come  from  a HUD  McKinney  Section  8 SRO 
av/ard  that  will  be  activated  as  soon  as  the  Presidio  Trust  decides  to  include  the 
Academy  among  its  Presidio  tenants.  (The  Academy  is  part  of  the  Fort  Mason 
fo  undation  cluster  of  projects,  located  in  the  Letterman  area.) 

“Human  Services”  is  the  name  Swords  gives  to  its  front  line  services  where  over 
1,200  veterans  are  served  every  year  in  over  7,000  visits.  Human  Services  counselors 
help  connect  veterans  to  services,  both  in-house  and  in  the  community.  Primary 
support  for  these  services  comes  from  a contract  with  the  San  Francisco  Department 
of  Public  Health  for  providing  case  management  services  for  the  most  mentally 
disturbed  and  needy. 

Swords’  employment  services  started  under  CETA,  which  allowed  veterans  to  work 
with  Swords  under  the  Public  Service  portion  of  the  Act  - some  as  job  developers 
who  helped  other  veterans  get  jobs.  In  time,  Swords  developed  and  expertise  in 
developing  on-the-job-training  (“OJT”)  placements  through  CETA  and  then  under  its 
successor,  JTPA.  The  OJT  option  was  the  best  match  for  the  clientele  who  were 
generally  older  and  needed  immediate  income.  Most  classroom  vocational  training 
programs  were  not  of  interest  to  Swords’  clients,  and  in  order  for  them  to  obtain 
training,  and  for  Swords  to  be  able  to  offer  a range  of  training,  OJT  was,  and 
continues  to  be,  the  most  appropriate  modality.  Additional  support  for  employment 
and  training  services  has  come  from  JTPA  Titles  III  and  IV-C,  which  focus  on  the 
long-term  unemployed  and  veterans.  Employment  services  continue  to  be  a major 
portion  of  Swords’  program,  supported  by  contracts  with  local  and  state  Job  Training 
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P ntnership  Act  programs.  Swords  offers  direct  placement,  referrals  to  vocational 
training,  and  on-the-job  training  placements. 

S words  to  Plowshares  currently  assists  over  1,200  veterans  annually,  the  majority  of 
whom  are  homeless,  belong  to  racial  and  ethnic  minorities,  and  suffer  from  mental 
il  ness  and  drug  addictions.  Currently,  Swords’  transitional  housing  capacity  is  62, 
with  20  more  to  come  on  line  over  the  next  several  months. 

S words  has  a staff  of  approximately  33  FTEs,  most  work  full  time.  Several  staff  are 
fcrmerly  homeless  persons  and  former  clients.  Of  the  33,  5 work  in  administration 
and  fundraising;  8 provide  employment  services;  10,  housing  operations  and  services; 
6,  human  services;  and  4,  legal  services. 

Swords  has  administrative  and  fiscal  staff  to  manage  the  complexities  of  multiple 
restricted  funds,  some  of  which  involve  complex  match  arrangements.  At  this  time, 
the  agency  is  undergoing  a detailed  analysis  of  the  various  reporting  requirements  for 
the  purpose  of  implement  operations  information  systems  that  not  only  meet  the 
ne  eds  of  the  various  funders,  but  also  the  internal  needs  of  the  agency  to  analyze 
funds  and  services  across  contract  and  department  lines.  Swords  contract  for  an 
ag  ency-wide  audit  annually. 


3.  Services  Plan 

The  Program  Activities  that  support  the  three  primary  purposes  of  the  program  are : 

• Case  Management  is  the  mechanism  through  which  services  are  individualized, 
planned,  coordinated,  provided,  and  tracked.  Case  management  is  provided  to  all 
program  residents  by  a full-time  Senior  Counselor  in  one-to-one  meetings  that 
take  place  at  least  weekly,  and  even  more  often  for  new  residents.  Individual 
Service  Plans  are  drawn  up  by  the  resident  and  the  Senior  Counselor  that  address 
the  resident’s  program  needs.  There  are  short-term  and  long-term  objectives,  and 
specific  activities  and  timetables  for  realizing  them, 

• Substance  Abuse  Education  is  a formal  part  of  the  program  that  occurs  two-to- 
three  times  a week  and  delivered  by  the  Senior  Counselor.  Nearly  all  the  program 
residents  have  substance  abuse  problems,  and  even  for  the  rare  one  or  two  who  do 
not,  it  is  important  for  them  to  know  about  the  nature  and  treatment  of  substance 
use  and  abuse.  It  deals  with  such  issues  as  the  nature  of  addictive  disease;  models 
of  treatment,  including  12-step  model;  cognitive  distortions  that  can  trigger 
relapse;  minority  issues  in  recovery;  managing  life  problems;  beliefs  about 
substance  use. 

• Relapse  Prevention  is  an  eight-week  series  that  is  provided  to  residents  at  regular 
intervals  by  the  Senior  Counselor.  Relapse  Prevention  Therapy  is  designed  to  help 
people  with  a chronic  disease  or  disorder  to  identify  and  intervene  on  the  early 
warning  signs  that  can  cause  relapse.  The  residents  learn  the  Developmental 
Model  of  Recovery,  which  is  a way  of  thinking  about  recovery  as  a process  that 
occurs  in  steps  and  stages. 
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• Process  Groups  are  weekly  resident  group  meetings  that  serve  the  re- 
socialization goal  of  the  program.  In  the  context  of  group  discussions,  residents 
leam  new  ways  to  communicate,  to  resolve  interpersonal  problems,  and  to  give 
and  take  mutual  support.  They  work  at  reversing  destructive  behavior  patterns. 
This  is  led  by  two  staff,  the  Clinical  Coordinator  and  a Program  Counselor  who 
conduct  the  group  on-site.  Having  two  people  facilitate  the  group  means  that  they 
can  alternate  engagement  with  clinical  observation,  and  in  reviewing  the  group 
session,  they  have  two  perspectives  to  enrich  their  understanding  of  individual 
issues  and  progress.  Having  two  facilitators  provides  residents  with  alternate 
styles  for  relating  to,  revealing  more  information  about  themselves  and  their  own 
communication. 

• Community  Meetings  (house  meetings)  are  also  held  weekly  to  discuss  issues  of 
household  management  and  resident  group  activities. 

• Independent  Living  is  a broad  range  of  concerns  that  includes  effective 
communication  skills,  emotional  and  behavioral  issues,  building  and  maintaining 
healthy  relationships  and  support  systems,  money  management  and  budgeting, 
cooking,  nutrition,  health  care  and  hygiene,  and  household  maintenance  and 
repair.  These  are  addressed  formally  and  informally  in  both  one-to-one  and  group 
sessions.  Social  and  recreational  activities  include  community  picnics,  trips  to 
plays,  athletic  events,  and  museums.  Some  residents  attend  church  and  recovery 
meetings  together,  both  as  a part  of  their  personal  programs  and  as  an  outgrowth 
of  building  relationships.  All  of  these  serve  to  encourage  healthy  relationships  and 
mutual  support  beyond  the  therapeutic  activities  of  the  residential  community. 
Social  and  recreational  activities  provide  opportunities  to  move  about  in  the 
mainstream  and  to  test  and  practice  new  strategies  for  building  healthy 
relationships  and  mutual  support. 

• The  Job  Skills  Readiness  Program  is  offered  in  weekly  90-minute  group 
sessions,  as  well  as,  extensive  individual  attention  and  work  for  residents  who 
have  completed  their  initial  two-month  orientation.  This  open-entry/open-exit 
program  consists  of  a thorough  individual  assessment  in  which  transferable  skills 
and  identified  and  linked  with  individual  aspirations  to  develop  an  Individual 
Plan.  The  “individual  mapping”  that  results  takes  into  account  individuals’ 
behavior  and  temperament,  as  well.  Participants  get  involved  in  researching 
options  as  they  create  their  Individual  Plans.  Community  resources  are  identified 
and  used,  e.g.,  the  Second  Chance  program  at  City  College  and  San  Francisco 
State  University;  clothing,  food  and  optical  needs  (LensCrafters  is  a partner  with 
Swords  in  providing  the  glasses  that  residents  need  to  study  and  work);  The  New 
Main  Library’s  Jobs  and  Career  Center  has  been  useful  in  this  process,  and 
several  residents  are  learning  computer  skills  there.  The  weekly  group  meetings 
provide  mutual  support,  forums  for  providing  information,  for  mock  interviews, 
discussions  of  work  relationships,  and  forums  for  guest  speakers  - including 
program  alumni  who  are  working  and  living  independently. 

• Volunteerism  is  a very  important  part  of  the  program.  At  Swords’  DeMontfort 
Street  facility,  75%  of  the  residents  engage  in  a volunteer  commitment  of  one 
kind  or  another.  They  have  found  the  program  of  the  Volunteer  Center  of  San 
Francisco’s  Transitional  Volunteer  Program  to  be  a “good  fit”  with  their  needs. 
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Participants  in  this  program  make  a 90-day  commitment  to  volunteer  eight  hours 
weekly  at  one  of  the  sites  developed  by  the  Center 

4.  Financial  Plan 

(a)  Services  Funds  Committed* 

HUD/McKinney  Supportive  Housing  Program  $593,683  (2  Years) 

HUD/McKinney  Shelter  Plus  Care  Subsidy  $212,375  (on-going) 

* All  programs  also  collect  a percentage  of  income  (GA,  SSI,  TANF,  etc.) 
from  its  residents  to  support  its  programs. 

* Includes  operating  cost  and  support  services. 

(b)  Capital  Financing 
(see  attached  sheet) 
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EXHIBIT  A- 4 


Walden  House 

1.  Proposed  Project 

Homeless  adults  will  be  provided  transitional  housing  for  up  to  two  years  in  a 
cojperative  therapeutic  community  setting.  Supportive  services,  largely  offered  off- 
site, are  designed  to  give  individuals  a legitimate  opportunity  to  permanently  decrease 
their  reliance  on  the  social  services  system.  These  services  will  help  clients  obtain 
long-term  employment  and  increase  skills,  obtain  permanent  housing,  reduce  levels  of 
substance  abuse,  and  reach  greater  levels  of  self-reliance  and  determination. 

Clients  will  live  in  the  program  area  and  travel  to  the  city  to  receive  the  majority  of 
supportive  services  at  the  Walden  House  Multi-Services  Center  at  1885  Mission  St. 
On-site  staffing  will  provide  supervision,  facilitate  peer  support  groups,  communicate 
with  property  management  and  WH  administrative  staff,  and  coordinate 
transportation  services.  Senior  residents  will  become  House  Managers  and  receive 
either  free  rent,  a small  stipend  or  both  as  compensation  for  their  services.  Some  units 
wi  ll  be  used  for  community  meeting  space,  with  bedrooms  occupied  by  on-site  staff. 

2,  Organizational  Experience/Capacity 

Walden  House  (WH)  proposes  a transitional  housing  with  supportive  services  project 
in  14  units  of  Treasure  Island  housing.  In  1995,  WH  was  awarded  a HUD  grant  for 
construction,  supportive  services  and  operating  costs  for  30  homeless  persons. 
Matching  funds  for  construction/rehab  were  committed  by  the  Mayor’s  Office  of 
Housing  (MOH).  Due  to  difficulties  with  the  original  site  identified  in  the  proposal, 
WH  is  working  with  HUD  and  MOH  to  change  the  site  to  Treasure  Island.  If 
approved,  the  grant  will  be  amended,  and  the  original  grant  funds  will  be  released 
from  both  HUD  and  MOH  for  the  new  project  site. 

Wiilden  House  is  dedicated  to  providing  substance  abuse  treatment  to  homeless  and 
inc  igent  residents  throughout  San  Francisco.  For  the  past  30  years  its  services  have 
grown  to  include  residential  drug  treatment,  outpatient  and  day  treatment,  supportive 
traasitional  housing,  clean  and  sober  housing  for  homeless  youth  in  our  Adolescent 
Group  Home,  HIV  and  Multi-Diagnosed  residential  services,  transitional  housing  and 
services  for  single  parents  and  their  children,  as  well  as  a wide  range  of  services 
wivhin  these  various  modalities.  Walden  House  also  provides  services  within 
incarcerated  settings,  including  the  SF  County  Jail  and  the  California  Rehabilitation 
Center  in  Southern  California. 

Residential  clients  may  receive  several  of  the  following  services  during  a typical  day 
at  Walden  House:  room  and  board,  individual  and  group  substance  abuse  counseling, 
supervision  of  compliance  to  prescribed  medications,  case-specific  nutritional 
planning,  health  and  fitness  training,  transportation  services,  psychiatric  evaluations 
ami  treatment  services,  case  management  of  primary  medical  care  with  community 
service  providers,  adult  education  classes,  parenting  classes,  vocational  services  and 
training,  legal  and  social  services  advocacy,  urinalysis,  and  reentry  counseling. 

Specific  populations  such  as  individuals  with  mental  health  or  major  medical 


TIHDI  IsgPln  Phase  1 


Page  12 


. 


01/14/1989  09:25 


2740316 


TIHDI 


PAGE  18 


disorders  (such  as  A.I.D.S.),  adolescents,  or  parents  with  children,  receive  additional 
services  designed  to  meet  their  unique  needs. 

Walden  House  has  the  organizational  capacity  to  implement  a 30-bed  housing  and 
supportive  services  project.  The  agency  currently  serves  over  1600  individuals  every 
day,  with  400  of  those  in  WH  residential  facilities.  Our  agency  budget  was  over  20 
mi  lion  dollars  for  the  past  fiscal  year,  and  will  jump  to  nearly  24  million  with  the 
inclusion  of  several  large  criminal  justice  grants  and  enhancements  next  year. 

3.  Services  Plan 

The  population  to  be  served  by  the  project  are  adult  homeless  men  and  women  in 
need  of  supportive  services  to  achieve  a positive  independent  lifestyle.  The  need  for 
transitional  supported  housing  and  related  services  for  SF  homeless  individuals  has 
beun  the  subject  of  numerous  city  efforts,  and  is  incorporated  into  strategic  plans  for 
the  Mayor’s  Office  of  Housing  and  Community  Development,  Community  Substance 
Abuse  Services,  the  Department  of  Human  Services,  SF  Redevelopment  Agency,  and 
other  city  and  county  departments.  As  described  above,  WH  has  extensive  experience 
successfully  working  with  this  population. 

Key  to  the  success  of  the  project  is  the  cultivation  of  a sense  of  belonging  and 
investment  among  the  participants.  Through  genuine  acceptance,  caring  and  support, 
foimerly  homeless  individuals  will  find  a sense  of  home  within  the  WH  Transitional 
Housing  and  Supportive  Services  Project.  Walden  House  will  provide  intensive  focus 
oe  homelessness  as  it  relates  to  substance  abuse. 

Services  offered  to  those  housed  by  the  project  will  be  intensive,  practical,  and 
solution-oriented.  The  project  is  comprised  of  three  separate  but  linked  components: 
Life  Skills  Development,  Relapse  Prevention  and  Socialization  Support  Services.  .All 
three  components  will  be  worked  on  simultaneously  by  clients,  each  in  a structured, 
consistent  manner. 

WH  Supportive  Services  will  create  a structured,  intensive  treatment  milieu.  The  staff 
ar?  both  recovering  addicts/alcoholics  and  formerly  homeless  people  drawn  from  the 
target  population,  as  well  as  vocational,  educational,  and  substance  abuse 
professionals.  The  program  site  and  buildings  will  be  designed  as  a warm,  home-like 
setting,  with  the  intent  of  providing  an  alternative  to  the  atmosphere  frequently 
inherent  in  shelters  and  institutions.  The  service  site  is  planned  for  WH’s  Multi- 
Sirrvices  Center,  where  both  treatment  and  vocational  services  will  be  provided. 

E ich  client’s  treatment  plan  will  specify  participation  in  a combination  of  the 
activities  outlined  below: 

• Assessments:  Psychosocial,  Medical,  Vocational 

• Life  Skills  Development 

• GED/ Adult  Basic  Education/Literacy  Tutoring  Program 

• Adkins  Life  Skills  Program 

• Vocational  Counseling  and  Training/Enhancement 
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• Social  Services  Advocacy 

• Legal/Criminal  Justice  System  Advocacy 

• Relapse  Prevention 

• Socialization  Support  Services 

The  focus  of  the  Life  Skills  Development  component  is  to  prepare  the  client  to 
successfully  enter  the  job  market  or  engage  in  a training  program.  For  individuals 
who  are  assessed  to  have  extreme  or  profound  impairment,  the  intent  of  this 
component  is  to  enhance  independent  living  skills. 

GHD  completion  will  be  a priority,  and  clients  will  be  expected  to  take  part  in  GEG 
Preparatory  classes  to  the  best  of  their  abilities.  Adult  Basic  Education  instruction 
will  also  be  available,  and  individual  tutoring  through  Project  Read  volunteers  will  be 
made  available  to  assist  those  clients  with  literacy  barriers. 

For  clients  who  are  unable  to  enter  the  mainstream  work  force  as  a result  of  physical 
and/or  psychiatric  impairments,  the  program  will  serve  an  advocate  in  accessing 
entitlements  and  specialized  programs  and  services.  It  will  also  help  these  individuals 
create  goals  for  interacting  in  the  outside  community  as  a volunteer  for  community 
based  organizations,  or  in  ongoing  support  groups. 

Relapse  Prevention  Workshops  (RPW),  developed  by  Walden  House  staff  are 
designed  to  minimize  client  relapse  episodes.  RPW  is  an  interactive  program.  It  helps 
clients  gain  a greater  understanding  of  the  relapse  process,  and  assists  clients  in 
identifying  the  triggers  that  make  them  vulnerable  to  repeated  substance  abuse.  WH 
palicipants  will  be  able  to  use  the  strategies  taught  in  the  workshop  to  identify  factors 
that,  in  addition  to  putting  them  at  risk  for  relapse,  might  lead  them  back  on  the 
streets,  and  will  learn  behavioral  tools  to  interrupt  these  cycles. 

Socialization  Support  Services  are  intended  to  help  clients  develop  skills  necessary  to 
re- socialize  without  the  use  of  drugs  and  alcohol.  After  years  of  street  survival  and 
substance  abuse,  these  individuals  are  primarily  familiar  with  social  interactions  that 
revolve  around  finding  temporary  shelter  and  obtaining/using  drugs. 

W ilden  House  is  excited  about  the  possibilities  of  housing  program  participants  on 
Treasure  Island.  We  are  prepared  to  assist  our  clients  with  die  necessary  community 
sei  vices,  and  to  work  with  other  providers  on  the  island  to  streamline  these  services 
for  all  island  residents.  We  will  provide  direct  transportation  services  for  our  clients 
located  in  the  1400  Series  housing  by  scheduling  agency  vans  to  shutde  passengers  to 
and  from  the  City  for  supportive  services  activities,  health  care,  and  other  service 
ap  pointments.  Our  clinical  staff,  on  a weekly  basis  (with  resident  input),  will 
coordinate  grocery  shopping.  Shuttle  services  will  be  provided  daily  to  all  WH 
supportive  housing  clients  living  on  TI.  Childcare  is  planned  for  the  supportive 
seivices  site,  but  will  not  be  provided  on  the  island.  Walden  House  will  work  with 
TI  HDI  and  other  service  providers  to  provide  needs  assessments  to  MUNI  and  other 
community  services  providers,  to  attract  needed  services  to  the  island. 


TIHDI  Hsg  Pin  Phase  1 


Page  14 


01/14/1899  09:25 


2740316 


TIHDI 


PAGE  20 


4.  Financial  Plan 

(a)  Service  Funds  Committed* 

HUD/McKinney  Supportive  Housing  Program  $495,000  (3  Years) 

*A11  programs  also  collect  a percentage  of  income  (GA,  SSI,  TANF,  etc.) 
from  its  residents  to  support  its  programs. 

* Includes  operating  cost  and  support  services. 

(b)  Capital  Financing 
(see  attached  sheet) 
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TIHDI  Pioneers’  Contacts 


Catholic  Charities 

Beth  Smith  4 1 5-844-474 1 

Haight- Ashbury  Free  Clinics,  Inc. 

Diana  Bogard  415-487-3672 

Swords  to  Plowshares 

MaceoMay  415-553-8841 

Walden  House 

Marc  Rosenbaum  415-554-1100 

Treasure  Island  Homeless  Development  Initiative 
Sherry  Williams  4 1 5-274-03 1 1 
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TREASURE  ISLAND  HOMELESS  DEVELOPMENT  INITIATIVE 
PHASE  I HOUSING 


Catholic  Charities  (CC)  30  unite 
H»ight  Ashbury  Free  Clinics  (HA)  16  unite 
avorde  os  Ploweharee  (STP)  24  unite 
Walden  H=uae  (WH)  14  unite 
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* DOCUMENTS  DEPT. 

M 1 5 1999 


SAN  FRANCISCO 
PUBLIC  LIBRARY 


[Sharing  Agreement  with  TIHDI  Regarding  Housing  Units  on  Treasure  Island  ] 

APPROVING  AND  AUTHORIZING  THE  EXECUTIVE  DIRECTOR  TO  EXECUTE  ON  THE 
AUTHORITY’S  BEHALF  A SHARING  AGREEMENT  WITH  THE  TREASURE  ISLAND 
HOMELESS  DEVELOPMENT  INITIATIVE  REGARDING  THE  TEMPORARY  USE  OF  1 12 
HOUSING  UNITS  ON  TREASURE  AND  YERBA  BUENA  ISLANDS  IN  CONNECTION  WITH 
THE  JOHN  STEWART  COMPANY  SUBLEASE. 

WHEREAS,  On  May  2,  1997,  the  Board  of  Supervisors  passed  Resolution  No.  380-97, 
authorizing  the  Mayor’s  Treasure  Island  Project  Office  to  establish  a nonprofit  public  benefit 
corporation  known  as  the  Treasure  Island  Development  Authority  (the  “Authority”)  to  act  as  a 
single  entity  focused  on  the  planning,  redevelopment,  reconstruction,  rehabilitation,  reuse  and 
conversion  of  former  Naval  Station  Treasure  Island  (the  “Base”)  for  the  public  interest, 
convenience,  welfare  and  common  benefit  of  the  inhabitants  of  the  City  and  County  of  San 
Francisco;  and, 

WHEREAS,  Under  the  Treasure  Island  Conversion  Act  of  1997,  which  amended 
Section  33492.5  of  the  California  Health  and  Safety  Code  and  added  Section  2.1  to  Chapter 
1333  of  the  Statutes  of  1968  (the  “Act”),  the  California  legislature  (i)  designated  the  Authority 
as  a redevelopment  agency  under  California  redevelopment  law  with  authority  over  the  Base 
upon  approval  of  the  City’s  Board  of  Supervisors,  and,  (ii)  with  respect  to  those  portions  of  the 
Base  which  are  subject  to  the  Tidelands  Trust,  vested  in  the  Authority  the  authority  to 
administer  the  public  trust  for  commerce,  navigation  and  fisheries  as  to  such  property;  and, 

WHEREAS,  The  Tidelands  Trust  prohibits  the  sale  of  trust  property  into  private 
ownership,  generally  requires  that  Tidelands  Trust  property  be  accessible  to  the  public  and 
encourages  public-oriented  uses  of  trust  property  that,  among  other  things,  attract  people  to 
the  waterfront,  promote  public  recreation,  protect  habitat  and  preserve  open  space;  and, 
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WHEREAS,  Pursuant  to  the  Base  Closure  Community  Redevelopment  and  Homeless 
Assistance  Act  of  1994,  the  Treasure  Island  Homeless  Development  Initiative  (“TIHDI”)  and 
the  San  Francisco  Redevelopment  Agency  negotiated  a Base  Closure  Homeless  Assistance 
Agreement  and  Option  to  Sublease  Real  Property,  which  was  endorsed  by  the  City’s  Board  of 
Supervisors  and  approved  by  the  United  States  Department  of  Housing  and  Urban 
Development  (as  such  agreement  is  finally  approved  and  adopted  by  the  Authority  and  the 
City,  the  “TIHDI  Agreement”);  and, 

WHEREAS,  Under  the  TIHDI  Agreement,  TIHDI,  among  other  things,  is  granted  the 
right,  upon  the  satisfaction  of  certain  conditions  precedent,  to  have  one  or  more  of  its  member 
organizations  sublease  up  to  90  of  the  housing  units  on  Yerba  Buena  Island  (41  of  which  are 
to  remain  available  to  the  Authority  for  up  to  five  years  (the  “41  YBI  Units”)  and  up  to  285 
housing  units  on  Treasure  Island  for  homeless  San  Franciscans,  as  more  particularly 
described  in  the  TIHDI  Agreement  (together,  the  “TIHDI  Units") ; and, 

WHEREAS,  The  Authority  and  TIHDI  have  negotiated  a Sublease  of  the  first  86  of  a 
total  of  222  housing  units  to  be  used  by  TIHDI  in  the  immediate  future;  and, 

WHEREAS,  The  Authority  seeks  to  have  up  to  766  of  the  Base-Wide  Housing  Units 
rehabilitated,  marketed  and  leased  to  residential  tenants  in  order  to  (i)  generate  revenues  for 
the  operation  and  improvement  of  the  Base,  thereby  reducing  the  likelihood  that  the  City’s 
General  Fund  revenues  will  have  to  be  used  for  such  purposes,  (ii)  alleviate  the  critical 
shortage  of  housing  in  the  City,  (iii)  encourage  San  Francisco  life/safety  personnel  and  other 
employees  (including  teachers)  providing  important  services  to  the  Base,  and  students  and 
faculty  of  a consortium  of  San  Francisco’s  higher  education  institutions,  to  live  on  the  Base, 
(iv)  develop  a critical  mass  of  persons  who  live  and  work  on  the  Base  by  creating  a residential 
community  that  reflects  the  socioeconomic  and  cultural  diversity  of  the  City  and  the  San 
Francisco  Bay  Area,  and  (v)  prevent  the  further  physical  deterioration  of  these  housing  units 
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by  entering  into  a Sublease,  Development,  Marketing  and  Property  Management  Agreement 
(the  “Agreement”)  with  the  John  Stewart  Company  (“JSCO”);  and, 

WHEREAS,  Pursuant  to  an  Agreement  between  TIHDI  and  the  Authority  in 
substantially  the  final  form  of  the  agreement  attached  hereto  as  Exhibit  A (the  “Sharing 
Agreement”)  TIHDI  will  allow  the  Authority  and  JSCO  to  use  up  to  1 12  Units  (the  “Borrowed 
Units”)  of  the  334  Units  that  could  otherwise  be  available  to  TIHDI,  for  the  term  of  the 
Agreement  with  JSCO;  and, 

WHEREAS,  In  return,  TIHDI  is  to  receive  40%  of  the  Percentage  Rent  otherwise 
payable  to  the  Authority  under  the  Agreement  generated  from  the  use  of  such  Borrowed  Units 
and  50%  of  the  Percentage  Rent  otherwise  payable  to  the  Authority  generated  from  the  use  of 
the  41  YBI  Units  during  the  6th  and  7th  year  of  the  Agreement;  and, 

WHEREAS,  Under  the  Sharing  Agreement,  the  Authority  also  has  certain  obligations  to 
return  the  Borrowed  Units  and  the  41  YBI  Units  to  TIHDI  at  the  end  of  the  Term  of  the 
Agreement  in  good  condition  and  repair,  and  to  allow  TIHDI  to  use  any  replacement  reserves 
remaining  at  the  expiration  of  the  Agreement  allocable  to  the  Borrowed  Units  or  the  41  YBI 
Units  to  prepare  such  Units  for  future  use  and  occupancy  by  TIHDI;  and, 

WHEREAS,  Pursuant  to  the  requirements  of  the  California  Environmental  Quality  Act, 
California  Public  Resources  Code,  Sections  21000  et  seq.,  ("CEQA"),  the  Guidelines  for 
Implementation  of  CEQA,  Title  15  California  Code  of  Regulations  Sections  15000  et  seq., 
("CEQA  Guidelines")  and  Chapter  31  of  the  San  Francisco  Administrative  Code  ("Chapter 
31"),  entitled  Environmental  Quality,  the  San  Francisco  Planning  Department  prepared  two  (2) 
categorical  exemptions  affecting  the  decision  by  this  Board  of  Directors  to  approve  the 
agreement  that  is  the  subject  of  this  resolution,  and; 

WHEREAS,  On  September  24,  1997,  the  Planning  Department  issued  a Categorical 
Exemption  under  Guidelines  sections  1 5301  (a)  and  1 5301  (d)  on  the  basis  that  the  renovation 
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and  occupancy  by  civilians  of  approximately  204  existing  Series  1400  housing  units  would  not 
result  in  a change  in  use  or  intensity  from  previous  uses,  and; 

WHEREAS,  On  November  3,  1997,  the  Planning  Department  issued  a Categorical 
Exemption  under  Guidelines  sections  15301,  15303  and  15304(e)  and  a General  Rule 
Exclusion  under  Guidelines  section  1 5061  (b)(3)  for  the  interim  reuse  of  all  facilities  on 
Treasure  Island,  including  but  not  limited  to  housing  units,  on  the  basis  that  interim  uses  that 
are  consistent  with  the  intensity  and  use  of  said  facilities  as  documented  in  the  1995  Existing 
Conditions  Report  would  not  nor  could  not  have  a reasonable  probability  to  cause  or 
contribute  to  a significant  effect  on  the  environment;  and, 

WHEREAS,  Both  categorical  exemptions  are  attached  to  this  Resolution  as  Exhibit  B 
and  the  1995  Existing  Conditions  Report  is  on  file  with  the  Secretary  of  the  Authority;  Now, 
therefore,  be  it 

RESOLVED,  That  the  Authority  hereby  approves  and  authorizes  the  Executive  Director 
to  enter  into  on  behalf  of  the  Authority  the  Sharing  Agreement;  and,  be  it 

FURTHER  RESOLVED,  That  the  Authority  authorizes  the  Executive  Director  to  enter 
into  modifications  to  the  Sharing  Agreement  (including,  without  limitation,  the  attachment  or 
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modification  of  exhibits)  that  are  in  the  best  interests  of  the  Authority  and  the  City,  do  not 
materially  change  the  terms  of  the  Sharing  Agreement,  and  are  necessary  and  advisable  to 
effectuate  the  purpose  and  intent  of  this  resolution. 


CERTIFICATE  OF  SECRETARY 

I hereby  certify  that  I am  the  duly  elected  and  acting  Secretary  of  the  Treasure  Island 
Development  Authority,  a California  nonprofit  public  benefit  corporation,  and  that  the  above  Resolution 
was  duly  adopted  and  approved  by  the  Board  of  Directors  of  the  Authority  at  a properly  noticed 
meeting  on  January  20,  199. 


John  Elberling,  Secretary 
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EXHIBIT  A 


Sharing  Agreement 
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REVENUE  SHARING  AND  CONSENT  AGREEMENT 


Between 

THE  TREASURE  ISLAND  DEVELOPMENT  AUTHORITY 
And 

THE  TREASURE  ISLAND  HOMELESS  DEVELOPMENT  INITIATIVE 


THIS  REVENUE  SHARING  AND  CONSENT  AGREEMENT  (this 

"Agreement"),  dated  as  of  January , 1999,  is  by  and  between  the  Treasure  Island 

Development  Authority  (the  "Authority"),  and  the  Treasure  Island  Homeless 

Development  Initiative  ("TIHDI"). 

This  Agreement  is  made  with  reference  to  the  following  facts  and  circumstances: 

A.  Former  Naval  Station  Treasure  Island  (the  “Base”  or  “Property”)  was  previously 
selected  for  closure  and  disposition  by  the  Base  Realignment  and  Closure 
Commission  in  1993,  acting  under  Public  Law  101-510  and  its  subsequent 
amendments,  and  is  currently  owned  by  the  United  States  of  America,  acting  by  and 
through  the  Department  of  Navy  (“Master  Landlord”). 

B.  In  1994,  a Citizen's  Reuse  Committee,  representing  a broad  spectrum  of  community 
interests,  was  formed  to  review  reuse  planning  efforts  regarding  the  Base  and  to  make 
recommendations  to  the  City  of  San  Francisco’s  (“City’s”)  Planning  Commission  and 
Board  of  Supervisors,  and  in  July  1996,  after  an  extensive  community  planning  effort, 
a Draft  Reuse  Plan  for  the  Base  was  unanimously  endorsed  by  the  City’s  Mayor, 
Board  of  Supervisors,  Planning  Commission  and  the  Citizens  Reuse  Committee. 

C.  The  Draft  Reuse  Plan  was  forwarded  to  the  Department  of  Defense  in  July  1996  to 
serve  as  the  guiding  document  for  the  Navy  and  the  City  in  their  preparation  of  a joint 
Environmental  Impact  Statement/Environmental  Impact  Report  for  redevelopment  of 
the  Base. 

D.  On  May  2,  1997,  the  Board  of  Supervisors  of  the  City  and  County  of  San  Francisco 
passed  Resolution  No.  244-97-003,  authorizing  the  Mayor’s  Treasure  Island  Project 
Office  (the  “Project  Office”)  to  establish  the  Authority  as  a nonprofit  public  benefit 
corporation  for  the  purpose  of  overseeing  and  implementing  the  redevelopment, 
reconstruction,  rehabilitation,  reuse  and  conversion  of  the  Base  for  the  public  interest, 
convenience,  welfare  and  common  benefit  of  the  inhabitants  of  the  City. 

E.  Under  the  Treasure  Island  Conversion  Act  of  1997,  which  amended  Section  33492.5 
of  the  California  Health  and  Safety  Code  and  added  Section  2.1  to  Chapter  1333  of 
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the  Statutes  of  1968  (the  “Act”),  the  California  legislature  (i)  designated  the  Authority 
as  a redevelopment  agency  under  California  redevelopment  law  with  authority  over 
the  Base,  and,  (ii)  with  respect  to  those  portions  of  the  Base  which  are  former  tide  or 
submerged  lands,  vested  in  the  Authority  the  authority  to  administer  the  public  trust 
for  commerce,  navigation  and  fisheries  as  to  such  property. 

F.  Under  the  Act  and  the  Authority’s  Articles  of  Incorporation  and  Bylaws,  the 
Authority  has  the  power  and  authority,  subject  to  applicable  laws,  to  sell,  sublease, 
exchange,  transfer,  convey  or  otherwise  grant  interests  in  or  rights  to  use  or  occupy 
all  or  any  portion  of  the  real  property  located  on  the  Base. 

G.  Pursuant  to  the  Base  Closure  Community  Redevelopment  and  Homeless  Assistance 
Act  of  1994,  the  Treasure  Island  Homeless  Development  Initiative  (“TIHDI”)  and  the 
San  Francisco  Redevelopment  Agency  negotiated  a Base  Closure  Homeless 
Assistance  Agreement  and  Option  to  Sublease  Real  Property,  which  was  endorsed  by 
the  City’s  Board  of  Supervisors  and  approved  by  the  United  States  Department  of 
Housing  and  Urban  Development  in  connection  with  its  consideration  of  the  Draft 
Reuse  Plan  (as  such  agreement  is  finally  approved  and  adopted  by  the  Authority  and 
the  City,  the  “TIHDI  Agreement”). 

H.  Under  the  TIHDI  Agreement,  TIHDI,  among  other  things,  is  granted  the  right,  upon 
the  satisfaction  of  certain  conditions  precedent,  to  have  one  or  more  of  its  member 
organizations  sublease  up  to  90  of  the  housing  units  on  Yerba  Buena  Island  (41  of 
which  are  to  remain  available  to  the  Authority  for  up  to  five  years  (the  “41  YBI 
Units”)  and  up  to  285  housing  units  on  Treasure  Island  for  homeless  San  Franciscans, 
as  more  particularly  described  in  the  TIHDI  Agreement  (together  with  the  41  YBI 
Units,  the  “TIHDI  Units" ) . 

I.  The  Authority  and  the  John  Stewart  Company  (“JSCO”)  have  entered  into  a Sublease, 
Development,  Marketing  and  Property  Management  Agreement,  in  the  form  attached 
hereto  as  Exhibit  A (the  “JSCO  Sublease”),  to  have  up  to  766  of  the  housing  units  on 
the  Base  rehabilitated,  marketed  and  leased  to  residential  tenants  and  managed  and 
maintained  under  the  terms  and  conditions  of  the  JSCO  Sublease  in  order  to  (i) 
generate  revenues  for  the  operation  and  improvement  of  the  Base,  thereby  reducing 
the  likelihood  that  the  City’s  General  Fund  revenues  will  have  to  be  used  for  such 
purposes,  (ii)  alleviate  the  critical  shortage  of  housing  in  the  City,  (iii)  encourage  San 
Francisco  life/safety  personnel  and  other  employees  (including  teachers)  providing 
important  services  to  the  Base,  and  students  and  faculty  of  a consortium  of  San 
Francisco’s  higher  education  institutions,  to  live  on  the  Base,  (iv)  develop  a critical 
mass  of  persons  who  live  and  work  on  the  Base  by  creating  a residential  community 
that  reflects  the  socioeconomic  and  cultural  diversity  of  the  City  and  the  San 
Francisco  Bay  Area,  and  (v)  prevent  the  further  physical  deterioration  of  such 
housing  units.  The  Authority  intends  to  utilize  net  revenues  generated  under  the 
JSCO  Sublease  to  make  long-term  improvements  to  the  Base. 
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J.  Pursuant  to  separate  subleases  between  the  Authority  and  TIHDI  member 
organizations,  TIHDI  will  sublease  and  use  up  to  222  of  the  TIHDI  Units  as  shown  on 
Exhibit  B attached  hereto  (the  “Subleased  TIHDI  Units”)  for  homeless  and 
economically  disadvantaged  San  Franciscans  as  provided  in  such  subleases  and  the 
TIHDI  Agreement. 

K.  The  remaining  1 12  of  the  TIHDI  Units  (the  “Borrowed  Units”)  and  the  41  YBI  Units 
have  been  included  in  the  leased  premises  under  the  JSCO  Sublease  with  the  consent 
of  TIHDI,  as  evidenced  by  and  subject  to  the  terms  and  conditions  of  this  Agreement. 

NOW  THEREFORE,  in  consideration  of  the  foregoing,  and  other  good  and 
valuable  consideration,  the  Authority  and  TIHDI  hereby  agree  as  follows: 

1.  Definitions.  Except  as  specifically  defined  herein,  initially  capitalized  words 
and  phrases  shall  have  the  same  meaning  given  such  words  and  phrases  in  the  JSCO 
Sublease. 

2.  Term.  This  Agreement  shall  become  effective  on  the  date  upon  which  (i)  the 
Parties  hereto  have  duly  executed  and  delivered  this  Agreement  and  (ii)  the  Authority’ s 
Board  of  Directors  and  the  City’s  Board  of  Supervisors  have  approved  this  Agreement, 
and  shall  terminate  upon  the  performance  by  the  Parities  of  all  of  their  respective  rights, 
responsibilities  and  obligations  hereunder. 

3.  Consent.  TIHDI  hereby  consents  to  the  Authority’s  and  JSCO’s  use  of  the 
Borrowed  Units  and  the  41  YBI  Units,  and  hereby  waives  and  releases,  on  behalf  of  itself 
and  its  member  organizations,  any  and  all  rights  to  or  claims  against  the  Authority,  JSCO, 
the  Borrowed  Units  or  the  41  YBI  Units  to  use  or  occupy,  or  to  enjoin  the  use  or 
occupancy  of,  the  Borrowed  Units  or  the  41  YBI  Units. 

4.  Revenue  Sharing  for  Borrowed  Units.  TIHDI  shall  be  entitled  to  a percentage 
of  the  Percentage  Rent  paid  to  the  Authority  under  the  JSCO  Sublease  (the  “TIHDI 
Share”).  The  TIHDI  Share  shall  be  calculated  by  multiplying  the  Proportionate  Share  (as 
defined  below)  by  forty  percent  (40%)  of  the  Percentage  Rent  paid  to  the  Authority.  The 
Proportionate  Share  shall  be  determined  by  dividing  the  number  of  Borrowed  Units  by 
766.  If  and  when  TIHDI’s  rights  to  any  of  the  Borrowed  Units  are  terminated  under  the 
“Buy-Out”  provisions  of  the  TIHDI  Agreement  (a  “Repurchase”),  the  Proportionate 
Share  shall  be  recalculated  by  dividing  the  revised  number  of  Borrowed  Units  (after 
subtracting  any  Repurchased  Units  ) by  766.  Beginning  on  the  Fourth  Lease  Year  of  the 
JSCO  Sublease,  the  Authority  shall  pay  to  TIHDI,  quarterly  in  arrears,  the  TIHDI  Share 
allocable  to  the  preceding  quarter  of  such  Lease  Year,  plus  1/1 6th  of  the  amount  of  the 
TIHDI  Share  from  the  first,  second  and  third  Lease  Years  (the  “Deferred  Share”), 
including  interest  on  the  Deferred  Share,  compounded  annually,  at  a rate  of  nine  percent 
(9%)  per  annum. 

5.  Revenue  Sharing  for  41  YBI  Units.  Beginning  on  the  6th  Lease  Year  of  the 
JSCO  Sublease,  TIHDI  shall  be  entitled  to  fifty  percent  (50%)  of  the  Percentage  Rent 
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allocable  to  any  of  the  41  YBI  Units  that  have  not  been  Repurchased  (the  “TIHDI  YBI 
Share”).  The  Authority  shall  pay  TIHDI  the  TIHDI  YBI  Share  quarterly  in  arrears. 


6.  Late  Charge.  If  the  Authority  fails  to  pay  any  sums  otherwise  due  and  owing 
TIHDI  under  this  Agreement  within  ten  (10)  days  after  receiving  written  notice  that  the 
same  is  due  and  payable,  such  unpaid  amount  will  be  subject  to  a late  payment  charge 
equal  to  nine  percent  (9%)  of  the  unpaid  amount  in  each  instance.  The  late  payment 
charge  has  been  agreed  upon  by  the  Authority  and  TIHDI,  after  negotiation,  as  a 
reasonable  estimate  of  the  additional  administrative  costs  and  detriment  that  TIHDI  will 
incur  as  a result  of  any  such  failure  by  the  Authority,  the  actual  costs  thereof  being 
extremely  difficult  if  not  impossible  to  determine.  The  late  payment  charge  constitutes 
liquidated  damages  to  compensate  the  TIHDI  for  its  damages  resulting  from  such  failure 
to  pay  and  the  Authority  shall  promptly  pay  such  charge  to  TIHDI  together  with  such 
unpaid  amount. 

7.  Unit  Turnover.  The  Authority  shall  use  its  best  efforts  (including  the 
prosecution  of  eviction  actions  if  necessary)  to  make  available  to  TIHDI  for  subleasing 
(as  provided  under  the  TIHDI  Agreement)  the  41  YBI  Units  and  37  clustered  two- 
bedroom,  38  clustered  three-bedroom  and  37  clustered  four-bedroom  units  of  housing  on 
the  Base  (the  “Returned  Units”)  within  30  days  of  the  expiration  or  earlier  termination  of 
the  JSCO  Sublease.  The  Authority  shall  use  its  best  efforts  to  ensure  that  the  Returned 
Units  are  maintained  at  all  times  in  a clean,  safe,  attractive  and  sanitary  condition  and  in 
good  order  and  repair  for  safe  and  sanitary  residential  housing  and  are  returned  to  TIHDI 
vacant  and  in  as  good  order  and  condition  as  existed  at  the  time  the  Work  for  such 
Returned  Units  was  completed  by  JSCO  for  initial  occupancy,  ordinary  wear  and  tear 
excepted.  The  Authority  acknowledges  and  agree  that  JSCO’s  maintenance  and  repair 
obligations  under  the  Sublease  will  be  appropriate  assuming  a seven-year  useful  life  for 
any  such  housing  units  from  the  point  in  time  at  which  such  determination  is  made. 

Thus,  for  example,  in  the  third  Lease  Year  of  the  JSCO  Sublease,  JSCO  is  required  to 
maintain  a preventive  maintenance  schedule  that  assumes  a remaining  useful  life  for  such 
the  housing  units  of  seven  years,  and  in  the  seventh  year  of  the  JSCO  Sublease,  JSCO  is 
required  to  maintain  a preventive  maintenance  schedule  that  assumes  a remaining  useful 
life  for  such  housing  units  of  seven  years.  The  Authority  further  acknowledges  and 
agrees  that  the  Work  to  be  performed  by  JSCO  under  the  JSCO  Sublease  is  required  to 
comply  with  all  applicable  Laws  and  that,  prior  to  occupancy,  the  City’s  Department  of 
Building  Inspection  will  certify  that  such  units  comply  with  applicable  laws  regarding 
residential  occupancy. 

(i)  Notwithstanding  the  foregoing,  the  number  of  Returned  Units  shall  be 
reduced  on  a pro-rata  basis  by  any  units  that  have  been  Repurchased. 

(ii)  In  the  event  the  Authority,  despite  its  best  efforts,  is  unable  to  deliver 
to  TIHDI  for  sublease  some  or  all  of  the  Returned  Units  (“Unretumed  Units”), 
TIHDI  shall  receive  100%  of  the  Net  Revenues  generated  by  such  Unretumed 
Units  unless  and  until  such  Unretumed  Units  are  available  for  sublease  by  TIHDI. 
Notwithstanding  the  foregoing,  the  Authority  shall  nonetheless  be  required  to 
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continue  to  use  its  best  efforts  (including  the  prosecution  of  eviction  actions  if 
necessary)  to  deliver  any  Unretumed  Returned  Units  to  TIHDI  as  promptly  as 
possible. 

(iii)  In  the  event  the  Authority  is  unable  to  deliver  to  TIHDI  for  sublease 
Unretumed  Units  because  of  an  event  of  casualty,  and  because  applicable  laws 
prevent  or  preclude  the  repair  or  reconstruction  of  such  Unretumed  Units,  the 
Authority  shall  pay  to  TIHDI  the  property  insurance  proceeds  payable  to  the 
Authority  under  the  JSCO  Sublease  allocable  to  such  Unretumed  Units. 

8.  Replacement  Reserves.  Upon  the  expiration  or  earlier  termination  of  the  JSCO 
Sublease,  the  Authority  shall  pay  to  TIHDI  the  Proportionate  Share  of  any  funds 
remaining  in  the  Replacement  Reserve  Account  as  of  such  expiration  or  earlier 
termination,  provided,  however,  TIHDI  shall  use  such  funds  to  make  improvements  to 
the  Returned  Units  in  connection  with  their  use  by  TIHDI  as  provided  under  the  TIHDI 
Agreement. 

9.  FF&E.  The  Authority  shall  transfer  to  TIHDI,  at  no  cost,  all  furniture, 
furnishings  and  articles  of  movable  personal  property  and  equipment  remaining  in  or  on 
the  Returned  Units  upon  the  expiration  or  earlier  termination  of  the  JSCO  Sublease. 

10.  Audited  Financials.  At  TIHDI’ s request,  the  Authority  shall  provide  TIHDI 
with  true  and  accurate  books,  records  and  accounts  related  to  the  JSCO  Sublease, 
including,  without  limitation  all  monthly  and  annual  reports  required  thereunder  (the 
“Books  and  Records”),  and  TIHDI  may,  during  normal  business  hours  and  with 
reasonable  advance  notice  to  the  Authority,  inspect,  examinee  and  audit  such  Books  and 
Records.  The  Authority  further  covenants  and  agrees  to  use  its  best  efforts  to  arrange  an 
invoicing  procedure  whereby  JSCO  directly  provides  notice  to  TIHDI  of  the  amount  of 
all  Percentage  Rent  due  and  payable  to  the  Authority  under  the  Sublease. 

11.  Notices.  Except  as  otherwise  expressly  provided  in  this  Agreement,  any 
notice  given  hereunder  shall  be  effective  only  in  writing  and  given  by  delivering  the 
notice  in  person,  or  by  sending  it  first  class  mail  or  certified  mail  with  a return  receipt 
requested  or  reliable  commercial  overnight  courier,  return  receipt  requested,  with  postage 
prepaid  as  follows: 


Notice  Address  of  Authority: 

City  and  County  of  San  Francisco 

Treasure  island  Project  Office 

410  Palm  Avenue 

Building  1,  Room 

Treasure  Island 

San  Francisco,  CA  94130 

Attn:  Executive  Director 

Fax  No.:  415-274-0299 
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With  a copy  to: 

Office  of  the  City  Attorney 
City  Hall 
Room  234 

1 Dr.  Carlton  B.  Goodlett  Place 
San  Francisco,  CA  94102 
Attn:  Michael  S.  Cohen 
Fax  No.:  415-554-4755 

Notice  Address  of  TIHDI: 

With  a copy  to: 

Any  Party  hereunder  may  designate  a new  address  for  notice  purposes 
hereunder  at  least  ten  (10)  days  prior  to  the  effective  date  of  such  change.  Any  notice 
hereunder  shall  be  deemed  to  have  been  given  two  (2)  days  after  the  date  when  it  is 
mailed  if  sent  by  first  class  or  certified  mail,  one  day  after  the  date  it  is  made,  if  sent 
by  commercial  overnight  carrier,  or  upon  the  date  personal  delivery  is  made,  and  any 
refusal  by  either  Party  to  accept  the  attempted  delivery  of  any  notice,  if  such 
attempted  delivery  is  in  compliance  with  this  Section  11.  shall  be  deemed  receipt  of 
such  notice. 

12.  No  Implied  Waiver.  No  failure  by  either  the  Authority  or  TIHDI  to  insist 
upon  the  strict  performance  of  any  obligation  of  the  other  party  under  this  Agreement  or 
to  exercise  any  right,  power  or  remedy  arising  out  of  a breach  of  this  Agreement, 
irrespective  of  the  length  of  time  for  which  such  failure  continues,  no  acceptance  of 
partial  non-performance  during  the  continuance  of  any  such  breach,  shall  constitute  a 
waiver  of  such  breach  or  of  such  party’s  right  to  demand  strict  compliance  with  such 
term,  covenant  or  condition  or  operate  as  a surrender  of  this  Agreement.  No  express 
written  waiver  of  any  default  or  the  non-performance  of  any  provision  hereof  shall  affect 
any  other  default  or  performance,  or  cover  any  other  period  of  time,  other  than  the 
default,  performance  or  period  of  time  specified  in  such  express  waiver.  One  or  more 
written  waivers  of  default  or  the  non-performance  of  any  provision  hereof  shall  not  be 
deemed  to  be  a waiver  of  a subsequent  default  or  non-performance.  The  consent  of 
TIHDI  or  the  Authority  given  in  any  instance  under  the  terms  of  this  Agreement  shall  not 
relieve  the  party  receiving  such  consent  of  any  obligation  to  secure  the  consent  of  the 
other  party  in  any  other  or  future  instance  under  the  terms  of  this  Agreement. 
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13.  Amendments.  Neither  this  Agreement  nor  any  term  or  provisions  hereof  may 
be  changed,  waived,  discharged  or  terminated,  except  by  a written  instrument  signed  by 
the  Parties  hereto. 

14.  Interpretation  of  Agreement.  The  captions  preceding  the  articles  and  sections 
of  this  Agreement  and  in  the  table  of  contents  have  been  inserted  for  convenience  of 
reference  only  and  such  captions  shall  in  no  way  define  or  limit  the  scope  or  intent  of  any 
provision  of  this  Agreement.  This  Agreement  has  been  negotiated  at  arm's  length  and 
between  persons  sophisticated  and  knowledgeable  in  the  matters  dealt  with  herein  and 
shall  be  interpreted  to  achieve  the  intents  and  purposes  of  the  Parties,  without  any 
presumption  against  the  party  responsible  for  drafting  any  part  of  this  Agreement. 
Provisions  in  this  Agreement  relating  to  number  of  days  shall  be  calendar  days,  unless 
otherwise  specified,  provided  that  if  the  last  day  of  any  period  to  give  notice,  reply  to  a 
notice  or  to  undertake  any  other  action  occurs  on  a Saturday,  Sunday  or  a bank  or  City 
holiday,  then  the  last  day  for  undertaking  the  action  or  giving  or  replying  to  the  notice 
shall  be  the  next  succeeding  business  day.  Use  of  the  word  "including"  or  similar  words 
shall  not  be  construed  to  limit  any  general  term,  statement  or  other  matter  in  this 
Agreement,  whether  or  not  language  of  non-limitation,  such  as  "without  limitation"  or 
similar  words,  are  used. 

15.  No  Assignment.  TIHDI  may  not  assign  any  of  its  rights,  obligations  or 
responsibilities  under  this  Agreement  without  the  prior  written  consent  of  the  Authority, 
which  consent  shall  not  be  unreasonably  withheld. 

16.  Severability.  If  any  provision  of  this  Agreement  or  the  application  thereof  to 
any  person,  entity  or  circumstance  shall,  to  any  extent,  be  invalid  or  unenforceable,  the 
remainder  of  this  Agreement,  or  the  application  of  such  provision  to  persons,  entities  or 
circumstances  other  than  those  as  to  which  it  is  invalid  or  unenforceable,  shall  not  be 
affected  thereby,  and  each  other  provision  of  this  Agreement  shall  be  valid  and  be 
enforceable  to  the  fullest  extent  permitted  by  Law. 

1 7.  Governing  Law.  This  Agreement  shall  be  construed  and  enforced  in 
accordance  with  the  Laws  of  the  State  of  California  and  applicable  federal  laws. 

18.  Entire  Agreement.  This  instrument  (including  the  exhibits  hereto,  which  are 
made  a part  of  this  Agreement)  contains  the  entire  agreement  between  the  Parties  and 
supersedes  al  prior  written  or  oral  negotiations,  discussions,  understandings  and 
agreements.  The  Parties  further  intend  that  this  Agreement  shall  constitute  the  complete 
and  exclusive  statement  of  its  terms  and  that  no  extrinsic  evidence  whatsoever  (including 
prior  drafts  of  this  Agreement  and  any  changes  therefrom)  may  be  introduced  in  any 
judicial,  administrative  or  other  legal  proceeding  involving  this  Agreement. 

19.  Attorneys1  Fees.  In  the  event  that  either  the  Authority  or  TIHDI  fails  to 
perform  any  of  its  obligations  under  this  Agreement  or  in  the  event  a dispute  arises 
concerning  the  meaning  or  interpretation  of  any  provision  of  this  Agreement,  the 
defaulting  party  or  the  party  not  prevailing  in  such  dispute,  as  the  case  may  be,  shall  pay 
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any  and  all  costs  and  expenses  incurred  by  the  other  party  in  enforcing  or  establishing  its 
rights  hereunder  (whether  or  not  such  action  is  prosecuted  to  judgment),  including, 
without  limitation,  court  costs  and  reasonable  attorneys'  fees. 

20.  Relationship  of  Parties.  The  Authority  is  not,  and  none  of  the  provisions  in 
this  Agreement  shall  be  deemed  to  render  Authority,  a partner  in  TIHDI's  business,  or 
joint  venturer  or  member  in  any  joint  enterprise  with  TIHDI. 

21.  Counterparts.  This  Agreement  may  be  executed  in  two  or  more  counterparts, 
each  of  which  shall  be  deemed  an  original,  but  all  of  which  taken  together  shall  constitute 
one  and  the  same  instrument. 

The  Authority  and  TIHDI  have  executed  this  Agreement  in  triplicate  as  of  the  date 
first  written  above. 


TIHDI: 

By: 

Its:  _ 


AUTHORITY: 

TREASURE  ISLAND  DEVELOPMENT 
AUTHORITY 


By: 

Its: 


Approved  as  to  Form: 


Deputy  City  Attorney 
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CERTIFICATE  OF  SATISFACTION  OF  CONDITIONS 
PRECEDENT 

EXHIBIT  D 
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WORK  PLAN 

EXHIBIT  E-1 
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COVER  PAGE  OF  SEISMIC  REPORT 

EXHIBIT  E-2 

- 

COVER  PAGE  OF  STRUCTURAL  REPORT 

EXHIBIT  F 
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EXHIBIT  G 
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CAPITAL  BUDGET 

EXHIBIT  H 
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EXHIBIT  1 
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EXHIBIT  J 
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APPROVED  RENTAL  RATES 
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EXHIBIT  L 
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UTILITY  FEES 
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- 
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|§THE  JOHN  STEWART  COMPANY 

An  EDISON  CAPITAL  HOUSING  INVESTMENTS  Company 


WORK  PLAN 

For  Maintenance  and  Capital  Improvements 

TREASURE  ISLAND  AND  YERBA  BUENA  ISLAND 

January  11,  1999 


SCOPE  OF  WORK:  The  scope  of  maintenance  and  capital  improvements  includes 
listed  repairs,  construction,  and  upgrades  in  the  following  categories  of  work; 

1.  Building  Code  Upgrade; 

Correction  of  code  violations,  identified  in  SF  Department  of  Building  Inspection 
(DBI)  Unit  Inspection  Reports,  prepared  for  all  residential  units.  Units  will  need 
to  comply  with  the  Building,  Plumbing,  Mechanical  and  Electrical  codes 
applicable  to  the  original  building  construction.  Specific  items  of  work  identified 
in  Preliminary  DBI  reports  include; 

A.  Mechanical  repairs  including  dryer  vent  code  upgrade. 

B.  Plumbing  repairs  including  water  heater  seismic  straps. 

C.  Electrical  repairs  including  panelboard  and  service  grounding. 

D.  Battery  powered  smoke  detectors  at  all  bedrooms. 

2.  Structural  Alterations; 

Structural  alterations  and  retrofit  as  required  for  compliance  with  the  federal 
seismic  standard  FEMA  (Federal  Emergency  Management  Agency)  -178  titled 
‘NEHRP  (National  Earthquake  Hazard  Reduction  Program)  Handbook  for  the 
Seismic  Evaluation  of  Existing  Buildings’.  Based  upon  preliminary  design  review 
and  calculation  by  Structural  Engineer  Toft  de  Nevers  and  Lee,  alterations  will 
include; 

A.  Installation  of  shear  walls  and  shear  transfer  hardware  in  the  1400  Series. 

B.  Installation  of  a shear  wall  at  the  first  story  in  the  1 200  series  buildings. 

C.  Miscellaneous  bracing  and  shear  connections  at  the  300  series. 

3.  Handicap  Access  Alterations: 

Building  and  site  alterations  for  program  required  handicap  access  compliance 
(Section  504  of  the  Rehabilitation  Act  of  1973);  The  Applicable  standard  for 
Section  504  enforcement  is  the  Uniform  Federal  Accessibility  Standards  (UFAS) 
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which  stipulates  minimum  5%  of  the  units  be  fully  accessible  to  people  with 
mobility  impairments  (plus,  per  Richard  Skaff,  Disability  Coordinator  for  the  SF 
Department  of  Public  Works,  1%  accessible  to  hearing  impaired  persons  and  1% 
to  visually  impaired  persons.  Handicap  accessible  units  shall  include  a 
representative  sample  of  all  types  and  locations  of  available  units,  including; 

A.  1400  series;  5%  of  the  units  to  be  modified  for  full  compliance  with  UFAS. 

B.  1100,  1 200,  1 300,  and  300  series:  5%  of  the  units  to  be  modified  to 
provide  an  accessible  bedroom  and  accessible  full  bath  on  the  ground 
level.  Kitchens  and  primary  path  of  travel  to  and  through  the  ground  level 
to  be  modified  for  full  compliance  with  UFAS.  The  second  level  will  not  be 
modified. 

C.  Primary  path  of  travel  from  parking  and/or  adjacent  bus  stops  into  the 
units  to  be  modified  for  conformance  to  UFAS. 

4.  Energy  Conservation  Upgrade; 

Installation  of  water  and  energy  saving  equipment  and  construction,  for 
compliance  with  the  residential  energy  conservation  requirements  of  the  SF 
Public  Utilities  Commission  (SFPUC)  and  the  SF  Water  Department  (SFWD), 
including; 

A.  Installation  of  water  heater  insulation. 

B.  Installation  of  weatherstripping  at  doors  doors  between  heated  and 
unheated  areas. 

C.  Installation  of  low  flow  showerheads. 

D.  Installation  of  faucet  aerators  where  possible. 

E.  Installation  of  low  flow  toilets  (or  flush  reducers  on  existing  toilets). 

5.  Maintenance  and  finishes; 

Maintenance  repair,  interior  and  exterior  finish  repair,  restoration  and  upgrade, 
cleaning,  landscaping  and  irrigation;  all  as  required  to  maximize  marketability  of 
the  units  within  the  rental  range  approved  by  the  Treasure  Island  Development 
Authority.  Based  upon  a limited  sample  inspection  of  housing  on  YBI  and  Tl,  the 
scope  of  work  includes  the  following; 

A.  Preparation  of  Operating  and  Maintenance  Plan  for  Lead  Paint  and 
Asbestos. 

B Landscape  maintenance  and  improvements  to  common  front  and  rear 

yards  private  rear  yards,  including  selective  tree,  shrub  and  ground  cover 
planting. 

C.  Deck,  fence,  gate,  siding,  stair  and  trim  repair. 

D.  New  patio  fencing  where  required  and  appropriate. 

E.  Countertop  and  cabinet  door  and  drawer  repair  or  replacement. 
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F.  Cleaning  and  repair  of  gutters  and  downspouts. 

G.  Replacement  of  missing  roof  shingles. 

H.  Repair  of  visible  leaks,  including  repair  or  replacement  of  damaged  or 
deteriorated  roofing,  taking  in  to  account  a seven-year  useful  life 
throughout  the  term  of  the  lease. 

I.  Installation  of  security  locks  at  sliding  glass  doors. 

J.  Re-key  of  entry  doors. 

K.  Repair  or  replacement  of  damaged  or  missing  door  hardware  (estimated 
at  1 door  every  2 units). 

L.  Repair  or  replacement  of  damaged  or  missing  doors  (estimated  at  1 door 
every  5 units). 

M.  Adjust  closet  doors,  (estimated  at  1 door  every  5 units). 

N Repair  of  damaged  interior  wall  and  ceiling  finishes  (at  seismic  repair 

1200,  1400,  and  300  Series  units). 

O.  Replacement  of  damaged  or  worn  carpet  (estimated  replacement  at  1 in  2 
units). 

P.  Replacement  of  resilient  flooring  (estimated  replacement  at  1 in  1 0 units). 

Q.  Repair  or  replacement  of  damaged  tub  surrounds  (estimated  replacement 
at  1 in  100  units). 

R.  Interior  re-painting  or  touch-up  painting,  as  required. 

S.  Exterior  painting  of  trellis  work,  trim,  carports  and  entries. 

T.  Exterior  wall  painting  at  300  series  buildings. 

U.  Interior  unit  cleaning. 

V.  Exterior  vinyl  siding  cleaning  as  required. 

W.  Replacement  of  damaged  or  missing  toilet  accessories  and  shower  rods 
(estimated  1 item  per  unit). 

X.  Repair  or  replacement  of  damaged  or  missing  Appliances,  (estimated  1 
appliance  replacement  every  2 units). 

Y.  Installation  of  new  horizontal  louver  blinds  at  all  windows. 

Z.  Installation  of  new  vertical  blinds  at  all  sliding  glass  doors. 

AA.  HVAC  testing,  inspection  and  repair  or  replacement  of  damaged  or 
missing  equipment  and  controls. 

BB.  Plumbing  inspection,  testing  and  repair  or  replacement  of  missing  or 
damaged  plumbing  fixtures  and  heaters. 

CC.  Drain  clearing  up  to  the  sewer  main. 

DD.  Replacement  of  missing  or  damaged  light  fixtures,  (estimated 
replacement  of  1 fixture  per  unit). 

EE.  Electrical  inpection,  testing  and  miscellaneous  electrical  repair 

FF.  Installation  of  new  fire  extinguishers  at  all  units. 

6.  General  Requirements; 

General  Construction  and  maintenance  requirements  including; 

A.  Building  Permit  and  Plan  Check  Fees. 
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B.  Temporary  construction  facilities,  including  construction  trailer,  temporary 
utilities,  security  fencing,  and  material  storage  facilities. 

C.  Maintenance  start-up  materials  and  equipment  including  shop  facilities 
furnishings,  storage  and  equipment,  basic  tools  and  inventory,  and 
maintenance  vehicle  purchase  (estimated  cost  for  2 trucks  and  2 ‘golf 
carts). 

NOT  INCLUDED  IN  SCOPE  OF  WORK:  The  following  maintenance  and  capital 
improvements  are  not  included  in  the  repairs,  construction,  and  upgrades  performed  by 
The  John  Stewart  Company: 

1 . Installation  of  new  landscape  irrigation. 

2.  Alterations  to  streets  and  sidewalks,  including  handicap  access  compliance 
alterations. 

3.  Street  or  open  area  site  lighting. 

4.  Alterations  or  upgrade  to  recreation  and  play  areas, 

5.  Installation  of  electric,  gas  or  water  meters. 

6.  Repair  of  site  utilities  and  utility  service,  including  maintenance  repair  and 
clearing  of  existing  storm  and  sanitary  sewers  and  sewer  piping.  The  limit  of 
JSCo  responsibilities  for  utilities  shall  include: 

A.  Sewer;  From,  but  not  including,  main  sewer  into  building. 

B.  Electrical;  From  building  mounted  weatherhead  into  building. 

C.  Gas;  From  building  valve  (equivalent  meter  location)  into  building. 

D.  Water;  From  a point  5-0"  out  from  building  (equivalent  meter  location)  into 
building. 

ESTIMATED  COST:  Refer  attached  “Capital  Budget”  for  the  estimated  construction 
cost  itemized  by  category  of  work  and  scope  of  work  listed  above.  The  estimate 
includes  ‘hard’  construction  costs  only,  and  specifically  does  not  include  cost  for: 

1.  Construction  monitor  cost. 

2.  Special  testing,  structural  review  and  inspection. 

3.  Insurance. 

4.  Architectural  and  Engineering  fees. 

5.  Geotechnical  or  environmental  consultant  fees. 

UNIT  SURVEYS:  This  Work  Plan  is  supplemented  by  approximately  766  individual  unit 
surveys  as  more  specifically  set  forth  in  the  John  Stewart  Company’s  document  dated 
January,  1999  entitled  “Treasure/Yerba  Buena  Island  Unit  Surveys”  incorporated  by 
reference  in  this  Work  Plan. 


End  of  Work  Plan 


) 
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City  and  County  of  San  Francisco 
San  Francisco  Redevelopment  Agency 


Treasure  Island  Study 
Seismic  Evaluation  of  the 
1400  Series  Housing  Buildings 


Prepared  by 

SOH  & Associates,  Structural  Engineers 
550  Kearny  Street,  Suite  200 
San  Francisco,  CA  94108 


May  22,  1996 
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TREASURE  ISLAND  REUSE  PLAN 

Existing  Conditions  Report:  Vol.  2 


Physical  Characteristics, 
Building  and  Infrastructure  Conditions 


August  1995 


PREPARED  FOR: 

The  Office  Of  Military  Base  Conversion, 

Planning  Department,  City  & County  of  San  Francisco, 
and  the  San  Francisco  Redevelopment  Agency 


Prepared  by: 

ROMA  Design  Group 

Cerbatos  & Associates  Consulting  Electrical  Engineers 
Cervantes  Design  Associates 
Don  Todd  Associates,  Inc. 

Manna  Consultants,  Inc. 

Moffatr  & Nichol  Engineers 
Olivia  Chen  Consultants,  Inc. 

Takahashi  Consulting  Engineers 
Treadwell  & Rollo,  Inc. 
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THE  JOHN  STEWART  COMPANY 

An  EDISON  CAPITAL  HOUSING  INVESTMENTS  Company 


SAN  FRANCISCO 


SACRAMENTO 


SANTA  CRUZ 


LOS  ANGELES 


CAPITAL  BUDGET 

For  Maintenance  and  Capital  Improvements 

TREASURE  ISLAND  AND  YERBA  BUENA  ISLAND 

January  12,  1999 


The  following  Capital  Budget  includes: 

1 . Capital  Budget  Summary  for  all  JSCo  units  on  TI/YBI,  itemized  by 
Housing  Series. 

2.  Capital  Budget  Summary  for  each  individual  Housing  Series,  itemized  by 
unit  type  within  each  Series. 

3.  Capital  Budget  Itemization  for  Prototype  units  within  each  unit  type  in 
each  housing  series  on  Tl  and  YBI. 


The  Capital  Budget  reflects  the  prototypical  scope  of  work  established  for  each  unit,  in 
each  unit  type  in  each  each  housing  series  on  Tl  and  YBI.  The  Prototype  scope  of 
work  is  based  upon  individual  unit  surveys  of  501  apartment  units  to  date,  of  the  766 
housing  units  within  the  JSCo  Phase  1 and  Phase  2 premises,  including: 


1100  Series 
1200  Series 
1300  Series 
1400  Series 
300  Series: 
57  Series: 


43  of  224  units  surveyed. 
257  of  281  units  surveyed. 
115  of  124  units  surveyed. 
52  of  96  units  surveyed. 

34  of  40  units  surveyed. 

0 of  1 unit  surveyed. 


2310  MASON  STREET,  SAN  FRANCISCO,  CA  94133  (415)  391-4321  FAX  (415)  296-9521 


THE  JOHN  STEWART  COMPANY  CAPITAL  BUDGET  - SUMMARY 

Treasure  Island  Housing  Rev  January  12  1999 


THE  JOHN  STEWART  COMPANY 
Treasure  Island  Housing 


1100  SERIES  CAPITAL  BUDGET  - SUMMARY 

January  12,  1999 


1 — — 

pi Type  EM-1;  3BR/1.5  BA. 

Type  EM-1  a;  3BR/1.5  BA. 

Type  EM-2;  3BR/1.5  BA. 

1100  SERIES  TOTAL 

Description  of  Work 

Total  No.  152 

Total  No.  24 

Total  No.  48 

Total  No. 

224 

Work 

Scope  of  Work  Item 

Avg.  cost 
per  unit 

Total  Cost 

Avg.  cost 

per  unit  Total  Cost 

Avg.  cost 
per  unit 

Total  Cost 

Avg.  cost 
per  unit 

Total  Cost 



1.  DBI  BLDG.  CODE  UPGRADE 



Mechanical  repairs 

101 

$375 

$57,000 

$375 

$9,000 

$500 

I $24,000 

$402 

$90,000 

Plumbing  repairs 

102 

$525 

$79,800 

$525 

$12,600 

$700 

$33,600 

$563 

$126,000 

Electrical  repairs 

103 

$250 

$38,000 

$250 

$6,000 

$250 

$12,000 

$250 

$56,000 

Smoke  detectors 

104 

$75 

$11,400 

$75 

$1,800 

$100 

$4,800 

$80 

$18,000 

SUBTOTAL  - CODE  UPGRADE 

$1,225 

$186,200 

$1,225 

$29,400 

$1,550 

$74,400 

$1,295 

$290,000 

2.  STRUCTURAL  ALTERATION 

Series  1400  seismic  retrofit 

201 

$0 

$0 

$0 

$0 

$0 

$0 

$0 

$0 

Series  1200  seismic  retrofit 

202 

$0 

$0 

$0 

$0 

$0 

$0 

$0 

$0 

Series  1 300  seismic  retrofit 

r_2U3 

$0 

$0 

$tr 

$0” 

W 

$0" 

$(T 

so- 

SUBTOTAL  - STRUC.  ALTERAT'N 

$0 

$0 

$0 

$0 

$0 

$0 

$0 

$0 

1 

3.  HANDICAP  ACCESS  ALTERA 

non 

5%  accessible  unit  alteration  301 

$0 

$0 

$0 

$0 

$0 

$0 

$0 

$0 

Parking/site  alterations  302 

$55 

$8,360 

$55 

$1,320 

$55 

$2,640 

$55 

$12,320 

SUBTOTAL  - H'CAP  ACCESS 

ALT. 

$55 

$8360 

$55 

$1,320 

$55 

$2,640 

$55 

$12,320 

7 

4.  ENERGY  CONSERVAT'N  UPGRADE 

Water  heater  insulation 

401 

$55 

$8,360 

$55 

$1,320 

$55 

$2,640 

$55 

$12,320 

Weatherstripping 

402 

$50 

$7,600 

$50 

$1,200 

$50 

$2,400 

$50 

$11,200 

Low  flow  toilets/showerheads 

403 

$75 

$11,400 

$75 

$1,800 

$100 

$4,800 

$80 

$18,000 

SUBTOTAL  - ENERGY  CONSERV. 

$180 

$27,360 

$180 

$4,320 

$205 

$9,840 

$185 

$41,520 

1 

L 

5.  MAINTENANCE  & FINISHES 

O&M  Plan 

501 

$5 

$760 

$5 

$120 

$5 

$240 

$5 

$1,120 

Landscaping  & Irrigation 

502 

$700 

$106,400 

$700 

$16,800 

$700 

$33,600 

$700 

$156,800 

Cabinet  & Carpentry  repair 

503 

$150 

$22,800 

$150 

$3,600 

$150 

$7,200 

$150 

$33,600 

Roof/gutter/downspout  repair 

504 

$725 

$110,200 

$725 

$17,400 

$725 

$34,800 

$725 

$162,400 

Door  and  window  repair 

505 

$537 

$81,624 

$559 

$13,416 

$537 

$25,776 

$539 

$120,816 

Interior  finishes  upgrade 

506 

$3,162 

$480,586 

$3,101 

$74,418 

$3,581 

$171,864 

$3,245 

$726,868 

Interior  clean-up 

507 

$200 

$30,400 

$200 

$4,800 

$200 

$9,600 

$200 

$44,800 

Exterior  painting  and  cleaning 

508 

$525 

$79,800 

$525 

$12,600 

$525 

$25,200 

$525 

$117,600 

Kitchen  appliances 

509  7 

$245 

$37,240 

$245 

$5,880 

$245 

$11,760 

$245 

$54,880 

HVAC  testing/mainten. 

510 

$220! 

$33,440) 

$220 

$5,280 

$220 

$10,560 

$220 

$49,280 

Plumbing  testing/maintenance 

511 

$345 

$52,440 

$345 

$8,280 

$401 

$19,260 

$357 

$79,980 

Electrical  testing/maintenance 

512 

$338 

$51,300 

$338 

$8,100 

$375 

$18,000 

$346 

$77,400 

SUBTOTAL  - REPAIRS  AND  FINISHE 

$7,151 

$1,086,990 

$7,112 

$170,694 

$7,664 

$367,860 

$7,257 

$1,625,544 

\ 1 

6.  GENERAL  REQUIREMENTS 

Permits 

601 

$150 

$22,800 

$150 

$37600 

$150 

$7^200 

$150 

$33,600 

Temporary  Facilities 

602 

$50 

$7,600) 

$50 

$1,200 

$50 

$2,400 

$50 

S1 1 .200 

; Maintenance  start-up 

603 

$57 

$8,664 

$57 

$1,368 

$57 

$2,736 

557^ 

SI  2768 

SUBTOTAL  - GENERAL  REQM 

'TS. 

$257 

$39,064 

$257 

$6,168,.  $257 

$12,336 

$257 

$57,568 

1 

1 

1 

CONSTRUCTION  SUBTOTAL 

$8,868 

$1,347,974 

$8,829 

$211,902 

$9,731 

$467,076 

$9,049 

$2,026,952 

Contingency  (12%) 

$1,064 

$161,757 

$1,060 

$25,428 

$1,168 

$56,049 

$1,086 

$243,234 

CONSTRUCTION  TOTAL 

$9,932  $1,509,731 

$9,889 

$237,330 

$10,898  $523,125 

$10,135 

$2,270,186 

THE  JOHN  STEWART  COMPANY 
Treasure  Island  Housing 


1200  SERIES  CAPITAL  BUDGET  - SUMMARY 

January  12,  1999 


Type  A12;  2BR/1.5  BA.  Type  B12;  3BR/1.5+.5  BA. 

Type  C12;  4BR/2.5  BA. 

1200  SERIES  TOTAL 

Description  of  Work 

Total  No!  38  ||  Total  No.  161 

Total  No.  82 

Total  No. 

281 

Work 

Scope  of  Work  Item 

Avg.  cost 
per  unit 

Avg.  cost 
Total  Cost  per  unit 

Total  Cost 

Avg.  cost 
per  unit 

Total  Cost 

Avg.  cost 
per  unit 

Total  Cost 

1.  OBI  BLDG.  CODE  UPGRADE 

1 

Mechanical  repairs  101 

$0 

lo1 

$0 

$0 

$0 

$0 

$0 

SO 

Plumbing  repairs  I 102 

$350 

$13,300 

$525 

$84,525 

$700 

$57,400 

$552 

! $155,225 

Electrical  repairs  103 

$250 

$9,500 

$250 

$40,250 

$250 

$20,500 

$250 

S70.250 

Smoke  detectors  1 04 

$50 

$1,900 

$75 

$12,075 

$100 

$8,200 

$79 

$22,175 

SUBTOTAL  - CODE  UPGRADE 

$650 

$24,700 

$850 

$136,850 

$1,050 

$86,100 

$881 

$247,650 

2.  STRUCTURAL  ALTERATION 

Series  1400  seismic  retrofit 

201 

$0 

$0 

$0 

$0 

$0 

$0 

$0 

$0 

Series  1200  seismic  retrofit 

202 

$500 

$19,000 

$500 

$80,500 

$500 

$41,000 

$500 

$140,500 

Series  1 300  seismic  retrofit 

203 

$0 

$0 

$0 

$0 

$0 

$0 

$0 

$0 

SUBTOTAL  - STRUC.  ALTERAT'N 

$500 

$19,000 

$500 

$80,500 

$500 

$41,000 

$500 

$140,500 

3.  HANDICAP  ACCESS  ALTERATION 

5%  accessible  unit  alteration 

301 

$0 

$0 

$820 

$131,950 

$0 

$0 

$470 

$131,950 

Parking/site  alterations 

302 

$55 

$2,090 

$55 

$8,855 

$55 

$4,510 

$55 

$15,455 

SUBTOTAL  - H'CAP  ACCESS  ALT. 

$55 

$2,090 

$875 

$140,805 

$55 

$4,510 

$525 

$147,405 

1 

4.  ENERGY  CONSERVAT'N  UPGRADE 

Water  heater  insulation 

401 

$55 

$2,090 

$55 

$8,855 

$55 

$4,510 

$55 

$15,455 

Weatherstripping 

402 

$50 

$1,900 

$50 

$8,050 

$50 

$4,100 

$50 

$14,050 

Low  flow  toilets/showerheads 

403 

$75 

$2,850 

$100 

$16,100 

$125 

$10,250 

$104 

$29,200 

SUBTOTAL  - ENERGY  CONSERV. 

$180 

$6,840 

$205 

$33,005 

$230 

$18,860 

$209 

$58,705 



5.  MAINTENANCE  & FINISHES 

O&M  Plan 

501 

$4 

$152 

$4 

$644 

$4 

$328 

$4 

$1,124 

Landscaping  & Irrigation 

502 

$745 

$28,310 

$745 

$119,945 

$745 

$61,090 

$745 

$209,345 

Cabinet  & Carpentry  repair 

503 

$150 

$5,700 

$150 

$24,150 

$150 

$12,300 

$150 

$42,150 

Roof/gutter/downspout  repair 

504 

$1,075 

$40,850 

$1,075 

$173,075 

$1,075 

$88,150 

$1,075 

$302,075 

Door  and  window  repair 

! 505 

$559 

$21,242 

$559 

$89,999 

$581 

$47,642 

$565 

$158,883 

Interior  finishes  upgrade 

506 

$2,880 

$109,4501 

$3,218 

$518,098 

$3,710 

$304,200 

$3,316 

$931,747 

Interior  clean-up 

507 

$200 

$7,600 

$200 

$32,200 

$200 

$16,400 

$200 

$56,200 

Exterior  painting  and  cleaning 

508 

$725 

$27,550 

$725 

$116,725 

$725 

$59,450 

$725 

S203.725 

Kitchen  appliances 

509  | 

$245 

$9,310 

$245 

$39,445 

$245 

$20,090 

$245 

S68.845 

HVAC  testing/mainten. 

510 

511 

$310 

$11,780 

$310 

$49,910 

$310 

$25,420 

$310 

$87,110 

Plumbing  testing/maintenance 

$289 

$10,973 

$345 

$55,545 

$458 

$37,515 

$370 

$104,033 

Electrical  testing/maintenance 

512 

$313 

$11,875 

$350 

$56,350 

$388 

$31,775 

$356 

$100,000 



SUBTOTAL  - REPAIRS  AND  FI 

NISHE 

$7,495 

$ 284,791 

$7,926 

$ 1,276,086 , 

$8,590 1 

$704,360 

$8,061 

$2,265,237 

1 

L___J 

1 

1 1 

L- ......  1 

6.  GENERAL  REQUIREMENTS 

Permits 

601 

$150 

$5,700 

$150! 

$24,150 

$150 

$12,300 

$150 

$42,150 

Temporary  Facilities 

602 

$50 

$1,9001 

$50  j 

$8,050 

$50 

$4,100 

$50 

S 1 4 , 050 

Maintenance  start-up 

603 

$57 

$2,166 

$57 

$9,177 

$571 

$4,674 

S57 

$16,017 

SUBTOTAL  - GENERAL  REQM’TS. 

$257 

$9,7661 

$257 

$41,377 

$257 

$21,074 

$257 

$72,217 

1 

CONSTRUCTION  SUBTOTAL 

$9,137 

$347,187 

$10,613 

$1,708,623 

$10,682 

$875,904 

$10,433 

$2,931,714 

i 

Contingency  (12%) 

$1,096 

$41,662 

$1,274 

$205,035 

$1,282 

$105,108 

$1,252 

$351,806 

CONSTRUCTION  TOTAL 

$10,233 

$388,849 

$11,886 

$1,913,658 

$11,964 

$981,012 

$11,685 

$3,283,519 

THE  JOHN  STEWART  COMPANY 
Treasure  Island  Housing 


1300  SERIES  CAPITAL  BUDGET  - SUMMARY 

January  12,  1999 


Description  of  Work 

Type  A13;  4BR/2.5BA. 

11  

1300  SERIES  TOTAL 

Total  No.  124 

Total  No.  124 

Scope  of  Work 

Work 

Item 

pe9r  unit 

Total  Cost 

Avg.  cost 
per  unit 

Total  Cost 

1.  DBI  BLDG.  CODE  UPGRADE 

Mechanical  repairs 

101 

$0 

$0 

$0 

$0 

Plumbing  repairs 

102 

$700 

$86,800 

$700 

1 $86,800 

Electrical  repairs 

103 

$250 

$31,000 

$250 

$31,000 

Smoke  detectors 

104 

$100 

$12,400 

$100 

$12,400 

SUBTOTAL  - CODE  UPGRADE 

$1,050 

$130,200 

$1,050 

$130,200 

2.  STRUCTURAL  ALTERATION 

Series  1400  seismic  retrofit 

201 

$0 

$0 

$0 

$0 

Series  1200  seismic  retrofit 

202 

$0 

$0 

$0 

$0 

Series  1300  seismic  retrofit 

203 

$250 

$31,000 

$250 

$31,000 

SUBTOTAL  - STRUC.  ALTERAT'N 

$250 

$31,000 

$250 

$31,000 

3.  HANDICAP  ACCESS  ALTERATION 

5%  accessible  unit  alteration 

301 

$1,146 

$142,100 

$1,146 

$142,100 

Parking/site  alterations 

302 

$55 

$6,820 

$55 

$6,820 

SUBTOTAL  - H'CAP  ACCESS  ALT. 

$1,201 

$148,920 

$1,201 

$148,920 

4.  ENERGY  CONSERVAT'N  UPGRADE 

Water  heater  insulation 

401 

$55 

$6,820 

$55 

$6,820 

Weatherstripping 

402 

$75 

$9,300 

$75 

$9,300 

Low  flow  toilets/showerheads 

403  i 

$125 

$15,500 

$125 

$15,500 

SUBTOTAL  - ENERGY  CONSERV. 

$255 

$31,620 

$255 

$31,620 

— 

r 

5.  MAINTENANCE  & FINISHES 

O&M  Plan 

501 

$10 

$1,240 

$10 

$1,240 

Landscaping  & Irrigation 

502  I 

$697 

$86,428 

$697 

$86,428 

Cabinet  & Carpentry  repair 

503 

$150 

$18,600 

$150 

$18,600 

Roof/gutter/downspout  repair 

504 

$825 

$102,300 

$825 

$102,300 

Door  and  window  repair 

505 

$537 

$66,588 

$537 

$66,588 

Interior  finishes  upgrade 

506 

$4,009 

$497,060' 

$4,009 

$497,060 

Interior  clean-up 

507 

$200 

$24J300l 

$200 

$24,800 

Exterior  painting  and  cleaning 

508 

$725 

$89,900 

$725 

$89,900 

Kitchen  appliances 

509 

$245 

$30,380 

$245 

$30,380 

HVAC  testing/mainten. 

510  : 

$310 

$38,440 

$310 

$38,440 

Plumbing  testing/maintenance 

511  ; 

$458 

$56,730 

$458 

$56,730 

Electrical  testing/maintenance 

512 

$388 

$48,050 

$388 

$48,050 

SUBTOTAL  - REPAIRS  AND  FINISHE 

$8,553 

$1,060,516 

$8,553 

$1,060,516 

6.  GENERAL  REQUIREMENTS 

Permits 

601  i 

$150 

$18,600 

$150 

$18,600 

Temporary  Facilities 

602  I 

$50 

$6,200 

$50! 

$6,200 

Maintenance  start-up 

603 

$57 

$7,068 

$57 

$7,068 

SUBTOTAL  - GENERAL  REQM'TS. 

$257 

$31,868 

$257 

$31,868 

1 

CONSTRUCTION  SUBTOTAL 

$11,566 

$1,434,124 

$11,566 

$1,434,124 

Contingency  (12%) 

$1,388 

$172,095 

$1,388 

$172,095 

CONSTRUCTION  TOTAL 

$12,953 

$1,606,219 

$12,953 

$1,606,219 

THE  JOHN  STEWART  COMPANY 
Treasure  Island  Housing 


1400  SERIES  CAPITAL  BUDGET  - SUMMARY 

January  12,  1999 


Description  of  Work 

Type  A14;  2BR/1  BA. 

Type  B14;  2BR/1  BA. 

1400  SERIES  TOTAL 

Total  No.  32 

Total  No.  64 

Total  No. 

96 

Scope  of  Work 

Work 

Avg.  cost 
per  unit 

Total  Cost 

| Avg.  cost 
| per  unit 

Total  Cost 

Avg.  cost 
per  unit 

Total  Cost 

1 

1.  DBI  BLDG.  CODE  UPGRADE 

Mechanical  repairs 

101 

$0 

$0 

$0 

$0 

$0 

$0" 

Plumbing  repairs 

' 102 

$350 

$11,200 

$350 

$22,400 

$350 

$33,600 

- Electrical  repairs 

103 

$250 

$8,000 

$250 

$16,000 

$250 

$24,000 

Smoke  detectors 

104 

$50 

$1,600 

$50 

$3,200 

$50 

$4,800 

SUBTOTAL  - CODE  UPGRADE 

$650 

$20,800 

$650 

$41,600 

$650 

$62,400 

; 1 

2.  STRUCTURAL  ALTERATION 

Series  1400  seismic  retrofit 

201 

$5,650 

$180,800 

$5,650 

$361,600 

" 

$5,650 

$542,400 

Series  1200  seismic  retrofit 

202 

$0 

$0 

$0 

$0 

$0 

$0 

i Series  1300  seismic  retrofit 

203 

$0 

$0 

$0 

$0 



$0 

$0 

SUBTOTAL  - STRUC.  ALTERAT'N 

$5,650 

$180,800 

$5,650 

$361,600 

$5,650 

$542,400 

3.  HANDICAP  ACCESS  ALTERA 

rioN 

5%  accessible  unit  alteration 

301 

$2,813 

$90,000 

$0 

$0 

$938 

$90,000 

j Parking/site  alterations 

302 

$55 

$1,760 

$55 

$3,520 

$55 

! $5,280 

SUBTOTAL  - H'CAP  ACCESS  ALT. 

$2,868 

$91,760 

$55 

$3,520 

$993 

$95,280 

4.  ENERGY  CONSERVAT’N  UPGRADE 

Water  heater  insulation 

401 

$55 

$1,760 

$55 

$3,520 

$55 

$5,280 

Weatherstripping 

402 

$50 

$1,600 

$50 

$3,200 

$50 

$4,800 

i Low  flow  toilets/showerheads 

403 

$50 

$1,600 

$50 

$3,200 

$50 

$4,800 

L : 

tzz 

SUBTOTAL  - ENERGY  CONSERV. 

$155 

$4,960 

$155 

$9,920 

$155 

$14,880 

5.  MAINTENANCE  & FINISHES 

O&M  Plan 

501 

$13 

$416 

$13 

$832 

$13 

$1,248 

Landscaping  & Irrigation 

502 

$350 

$11,200 

$350 

$22,400 

$350 

$33,600 

Cabinet  & Carpentry  repair 

503 

$100 

$3,200 

$100 

$6,400 

$100 

$9,600 

Roof/gutter/downspout  repair 

504 

$725 

$23,200 

$725 

$46,400 

$725 

$69,600 

Door  and  window  repair 

505 

$493 

$15,776 

$515 

$32,960 

$508 

$48,736 

Interior  finishes  upgrade 

506 

$2,061 

$65,952 

$2,562 

$163,968 

$2,395 

$229,920 

Interior  clean-up 

507 

$200 

$6,400 

$200 

$12,800 

$200 

$19,200 

Exterior  painting  and  cleaning 

508 

$815 

$26,080 

$700 

$44,800 

$738 

$70,880 

Kitchen  appliances 

509 

$245 

$7,840 

$245 

$15,680| 

$245 

$23,520 

HVAC  testing/mainten. 

510 

$220  i 

$7,040 

$220 

$14,080 

$220 

$21,120 

Plumbing  testing/maintenance 

511 

$263 

$8,400 

$249 

$15,920 

$253 

$24,320 

Electrical  testing/maintenance 

512 

$300 

$9,600 

$300 

$19,200| 

$300 

$28,800 

1 

SUBTOTAL  - REPAIRS  AND  FINISHE 

$5,785 

$185,104 

$6,179 

$395,440  \ 

$6,047 

$580,544 

6.  GENERAL  REQUIREMENTS 

Permits 

601 

$150 

$4,800 

$150 

$9,600 

f 

$150 

$14,400 

Temporary  Facilities 

602 

$50 

$1,600 

$50 

$3,200 

$50 

$4,800 

Maintenance  start-up 

603 

$57 

$1,824 

$57 

$3,648 

$57 

$5,472 

SUBTOTAL  - GENERAL  REQM'TS. 

$257 

$8,224 

$257 

$16,448, 

$257 

$24,672 

"| 

CONSTRUCTION  SUBTOTAL 

$15,364 

$491,648 

$12,946 

$828,528 

$13,752 

$1,320,176 

Contingency  (12%) 

$1,844 

$58,998 

$1,553 

$99,423 

$1,650 

$158,421 

CONSTRUCTION  TOTAL 

$17,208 

$550,646 

$14,499 

$927,951 

$15,402  $1,478,597 

the  John  stewart  company  300/57  SERIES  CAPITAL  BUDGET  - SUMMARY 

Treasure  Island  Housing  January  12,  1999 


Description  of  Work 

j CGOI;  3BR/1.5+  5BA.  jj  CG06;  3BR/2BA. 

CG07;  3BR72BA. 

300/57  SERIES  TOTAL 

Total  No.  25  ]|  Total  No.  8 

Total  No.  8 

Total  No.  41 

Scope  of  Work 

Item 

Avg.  cost  Avg.  cost 

| per  unit  | Total  Cost  per  unit 

Total  Cost 

Avg.  cost 
; per  unit 

Total  Cost 

per  unit 

| Total  Cost 

1.  DBI  BLDG.  CODE  UPGRADE 



r 

Mechanical  repairs 

101 

$0 

$0 

$0 

$0 

$0 

$0 

$0 

$0 

Plumbing  repairs 

102 

$5251  $13,125 

$525 

$4,200 

$525 

$4,200 

$525 

$21,525 

Electrical  repairs 

103 

$250  $6,250 

$250 

$2,000 

$250 

$2,000 

$250 

$10,250 

Smoke  detectors 

104 

$75 

$1,875 

$75 

$600 

$75 

$600 

$75 

$3,075 

SUBTOTAL  - CODE  UPGRADE 

$850 

$21,250 

$850 

$6,800 

$850 

$6,800 

$850 

$34,850 

2.  STRUCTURAL  ALTERATION 

Series  1400  seismic  retrofit 

201 

$0 

$0 

$0 

$0 

$0 

$0 

$0 

$0 

Series  1200  seismic  retrofit 

202 

$0 

$0 

$0 

$0 

$0 

$0 

$0 

$0 

Series  1300  seismic  retrofit 

203 

$0 

$0 

$0 

$0 

$0 

$0 

$0 

$0 

SUBTOTAL  - STRUC.  ALTERAT'N 

$0 

$0 

$0 

$0 

$0 

$0 

$0 

$0 

3.  HANDICAP  ACCESS  ALTERATION 

5%  accessible  unit  alteration 

301 

$0 

$0 

$0 

$0 

$3,750 

$30,000 

$732 

$30,000 

Parking/site  alterations 

302 

$55 

$1,375 

$55 

$440 

$55 

$440 

$55 

$2,255 

SUBTOTAL  - H'CAP  ACCESS  ALT. 

$55 

$1,375 

$55 

$440 

$3,805 

$30,440 

$787 

$32,255 

4.  ENERGY  CONSERVAT'N  UPGRADE 

Water  heater  insulation 

401 

$55 

$1,375 

$55 

$440 

$55 

$440 

$55 

$2,255 

Weatherstripping 

402 

$50 

$1,250 

$50 

$400 

$50 

$400 

$50 

$2,050 

Low  flow  toilets/showerheads 

403 

$100 

$2,500 

$100 

$800 

$100 

$800 

$100 

$4,100 

SUBTOTAL  - ENERGY  CONSERV. 

$205 

55, 125 

$205 

$1,640 

$205 

$1,640 

$205 

$8,405 

5.  MAINTENANCE  & FINISHES 

O&M  Plan 

501 

$29 

$725 

$29 

$232 

$29 

$232 

$29 

$1,189 

Landscaping  & Irrigation 

502 

$100 

$2,500 

$100 

$800 

$100 

$800 

$100 

$4,100 

Cabinet  & Carpentry  repair 

503 

$150 

$3,750 

$150 

$1,200 

$150 

$1,200 

$150 

$6,150 

Roof/gutter/downspout  repair 

504 

$1,425 

$35,625 

$1,425 

$11,400 

! $1,425 

$11,400 

$1,425 

$58,425 

Door  and  window  repair 

505 

$603 

$15,075 

$647 

$5,176 

$581 

$4,648 

$607 

$24,899 

Interior  finishes  upgrade 

506 

$3,499 

$87,475 

$3,703 

$29,624 

$6,137 

$49,096 

$4,054 

$166,195 

Interior  clean-up 

507 

$200 

$5,000 

$200 

$1,600 

$200 

$1,600 

$200 

$8,200 

Exterior  painting  and  cleaning 

508 

$2,025 

$50,625 

$2,025 

$16,200 

i $2,025 

$16,200 

$2,025 

$83,025 

Kitchen  appliances 

509 

$245 

$6,125 

$245 

$1,960 

$245 

$1,960 

$245 

$10,045 

HVAC  testing/mainten. 

510 

$220 

$5,500 

$220 

$1,760 

$220  j 

$1,760 

$220 

$9,020 

Plumbing  testing/maintenance 

511 

$345 

$8,625 

$401 

$3,210 

$401 

$3,210 

$367 

$15,045 

Electrical  testing/maintenance  ! 

512 

$350 

$8,750 

$350 

$2,800 

$350 

$2,800 

$350 

$14,350 



SUBTOTAL  - REPAIRS  AND  FINISHES 

$9,191 

$229,775 

$9,495 

$75,962\ 

$11,863 

$94,906 

$9, 772 

$400,643 

1 

1 1 

1 

6.  GENERAL  REQUIREMENTS 

Permits 

601 

$150 

~ $3,750 

$150 

_ ' $1,200 

$1501 

$1,200 

$150; 

$6,150 

Temporary  Facilities 

602 

$50 

$1,250 

$50 

$400" 

$50 ) $400 

$50  i 

$2,050 

Maintenance  start-up 

603 

$57 

$1,425 

$57 

$456 

$57 i $456 

$57 

$2,337 

_ 

SUBTOTAL  - GENERAL  REQM'TS. 

5257 

$6,425 

$257 

$2,056 

$257 

$2,056 

$257, 

$10,537 

[ 

CONSTRUCTION  SUBTOTAL 

$10,558 

$ 263,950 

$10,862 

$86,898 

$16,980 

$135,842 

$11,870 

$486,690 

Contingency  (12%) 

$1,267 

$31,674 

$1,303 

$10,428 

$2,038 

$16,301 

$1,424 

$58,403 

CONSTRUCTION  TOTAL 

$11,825 

$295,624 

$12,166 

$97,326 

$19,018 

$152,143 

$13,295 

$545,093 

Treasure  Island 
Housing 

CAPITAL 

BUDGET 

ITEMIZATION 


item  scope  of  work 

1.  DBI  Building  Mechanical  repairs 
Code  Upgrade  “ Plumbing  repairs 

Electrical  repairs 
("New  smoke  detectors  (battery) 

2.  Structu 


[ 3.  Handicap  Access  '5%  Accessibie'unit  alterations 
Alteration  jParking/site  alteration 


QUANT.  UNIT 

3 ; bedrm 

3]  Bedrm 

f|  allow 


UNITS  1 SUBTOTAL 

S T 25  00 
$175  00 


w‘  $250.00 
i $25.00' 


2.  Structural  Alteration 


" TOT — unit] $625  00 

l|  unitj  $55.00 1 

3.  Handicap  Access  Alteration 


Apartment 

1100  EMI  PROTOTYPE 


Unit  Plan 
Unit  Type 
'Entry  level 


Kitchen/util  sq.  feet 


5.  Maintenance  & OSM  Plan 

Finishes  Landscaping  and  Irrigation 

Replace  upper  cabinets 
Replace  lower  cabinets 
i ~ Repair/replace  plaslam  counters 
I M/sc  cabmet/carpentry  repair 
Cabinet/carpentry  repair  (Total) 


Repair  building  roofing 
Repair  gutters  and  downspouts 
~ Repair  carport  roofs 
Inspect/clear  gutters  & downspouts 

Repair  building  walls 

Carport  dryrot  repair 


2 ea.  $25.00 1 

3 ea  $25  00 

4.  Energy  tonservat'n  Upgrade  TOTAL 

-$5THT 


ITEM  TOTAL 

" $3/5 
$525 
' $250 


$55" 

5sT 

555- 


unit : $700  00 

lin.  ft.  $60.00 
tin.  ft.  | $120.00 


allow  $1  oo.oo 


Replace  entry  door  and  frame 


Replace  intenor  door  hardware 
Re-glaze  window  lites 
Install  wdw  and  sliding  gl  dr  locks 
Lubncate  and  clean  window  sash 
Repair-sliding  glass  doors 


allow  $200  00 


allow  $ 200  00 


Door  and  Window  Repair  (Total) 


Repair/replace  wood  floonng/stairs 
Repair/replace  vinyl  flooring 


Repair/replace  carpet 


Repair  ceramic  tile  floonng 


Repair/replace  drywall 
_ Repair/replace  cc 
Repaint 
Patch  Paint 


room  \ -$225.00  j 


New  honzontal  louver  blinds 
New  vertical  blinds  at  sliding  doors 


Replace  toilet  accessones 
Miscellaneous  intenor  repair 
Interior  finishes  upgrade  (Total) 

) InterioFcleanup 
Paint  carports 

Paint  building  walls  and  tnm 
Clean  building  exteriors 
_ Clean  grounds  and  paving 


allow  | $ 500.00 ] 


allow  $200  00 


Exterior  painting  and  cleaning  (Total) 
New  refrigerator/dishwasher/range 
New  range  hood/fan 


unit  $ 200  00 


unit I $150  00 


unit\  $125.00 


Prepared  by 

The  John  Stewart  Company 


January  12,  1999 


New  garbage  disposer 

0.2 

ea.  i 

$150.00 

$30 

' New  fire  extinguishers 

1 

ea.  j 

$30.00  \ 

$30 

[ Appliance  repairs 

1 

allow 

$25.00 

$25 

Kitchen  appliances  (Total) 

$245 

Service/clean  furnaces  or  boilers 

1 

allow i 

$100.00 

$100 

Replace/repair  furnace 

0.15 

ea. 

$ 800.00 1 

$120 

HVAC  testing/maintenance  (Total) 

$220 

Repair/replace  kitchen  sink/faucet 

0.05 

ea.  | 

$600.00 

$30 

Repair/replace  bath  lavatory/faucet 

0.2 

ea. 

$400.00 

$80 

Replace/repair  tub 

ea. 

$900.00 

$0 

Replace/repair  WC 

0.2 

ea. 

$225.00 

$45 

Replace/repair  Water  Heater 

0.1 

ea. 

$650.00 

$65 

Miscellaneous  plumbing  repair 

5 

\ kitch/bath  \ 

$25.00 

$125 

Plumbing  testing/maintenance  (Total) 

$345” 

Replace  light  fixtures 

2 

ea. 

$75.00 

$150 

Repair  switches  and  outlets 

7.5, 

room 

$25.00 

$188 

Electrical  testing/maintenance  (Total) 

$338 

5.  Maintenance  & Finishes 

TOTAL 

$7,151 

6.  General 

Permits 

1 

unir 

$T50700n — 

$150 

Requirements 

Temporary  facilities 

1 

unit]  $50.00! 

~$50‘ 

... 

Maintenance  start-up 

1 

unit!  $57.00 

$57 

6.  General  Requirements 

TOTAL 

$257 

COONS  1 KUCTION  SUBTOTAL 

$8,868 

$1,064 


Treasure  Island 

ITEM 

SCOPE  OF  WORK 

QUANT. 

UNIT  UNIT  S SUBTOTAL  ITEM  TOTAL 

1.  DBI  Building 

""Mechanical  repairs 

3 

bedrm  $125.00  $375 

Housing 

CAPITAL 

BUDGET 

ITEMIZATION 

Code  Upgrade 

Plumbing  repairs 

3 

bedrm  j $175.00  ] $525 

Electrical  repairs 

1 

allow  $250.00  $250 

New  smoke  detectors  (battery) 

3 

ea.  $25.00  $75 

2.  Structural  "" 

Seismic  Retrofit  - Buildings 

1 . DBI  Building  Code  Upgrade  TOTAL 

Tf  unit"  $0.00 

$1,225 

$0" 

Alteration 

Seismic"Retrofit  - carports 

i unit  $u.uu  $o 

2.  Structural  Alteration  TOTAL 

; 0 unit'  $625  00 

$0_ 

Alteration 
4.  Energy  Conserv. 

ISariung/site  alteration 

f|  uniT  $55.00 1 ! IBS7 

3.  Handicap  Access  Alteration  TOTAL 

$55 

"TrisfaTTWateTHeater  insulation 

T[  ear 

] $55100" 

$55" 

Upgrade 

InstalTWeatherstripping 

z 

ea. 

j $25.00 

~ $50“ 

Low  flow  toilets/showerheads 

3 

ea. 

I $250tT 

$75" 

! 4.  Energy  Conservat'n  Upgrade  TOTAL 

$180 

1100  SERIES 

5.  Maintenance  & 

rOSM"Plari 

unit 

$5.00 

i 55] 

"Finishes 

^ndscapihg^ahdTmgation 

1 

unit 

1 $700.00 

"$700" 

Replace  upper  cabinets 

tin.  ft. 

$60.00 

$0 

Aparl 

1100  EMI  a 

ment 

Replace  lower  cabinets 

tin.  ft. 

$120.00 

$0 

Repair/replace  plas.  lam.  counters 

sq.  ft. 

$10.00 

w 

Misc.  cabinet/carpentry  repair 

1 

allow 

$150.00 

$150 

5ROTOTYP^ 

Cabinet/carpentry  repair  (Total) 

$150 

Repair  building  roofing 

1 

allow 

$250.00 

$250 

Repair  gutters  and  downspouts 

1 

allow 

$100.00 

$100 

No.  Units  per  BlcSgl 

6 

Repair  carport  roofs 

0 

allow 

$75.00 

$0 

Inspect/clear  gutters  & downspouts 

1 

allow 

$100.00 

$100 

Unit  Plan 

EKFTa 

Repair  building  walls 

1 

allow 

$75.00 

$75 

Unit  Type 

2-story 

Carport  dryrot  repair 

0 

allow 

$200  00 

$0 

Entry  level 

lower 

Miscellaneous  exterior  repair 

1 

allow 

$200.00 

$200 

Roof/sht  metal/exterior  repair  (Total) 

$7251 

No.  Bedrooms 

„ 

3 

Replace  entry  door  and  frame 

0.05 

ea. 

$750.00 

$38 

No.  Full  Baths 

1 

Replace  entry  door  hardware 

1 

ea. 

$250.00 

$250 

No.  1/2  Baths 



Replace  interior  doors 

0.4 

ea. 

$150.00 

$60 

Total  No.  Rooms 

Replace  intenor  door  hardware 

0.5 

ea. 

$65.00 

$33 

No.  exterior  doors 

2 

Re-glaze  window  lites 

ea. 

$125.00 

$0 

No.  windows 

Install  wdw  and  sliding  gl  dr  locks 

8 

ea. 

$10.00 

$80 

Lubricate  and  clean  window  sash 

7 

ea. 

$12.00 

$84 

Total  net  sq.  feet 

1024 

Repair  sliding  glass  doors 

0.2 

ea. 

i $75.00 

$75 

Bedim  area  sq.  feet 

450 

Door  and  Window  Repair  (Total) 

$559' 

LF»D"R"sq.  feet 

250 

Repair/replace  wood  flooring/stairs 

4 

sq.  ft. 

$9.50 

$38 

Kitchen/util  sq  feet 

220 

Repair/replace  vinyl  flooring 

22 

sq.  ft. 

$4.00 

$88 

Repair/replace  carpet 

630.0 

sq.  ft. 

$2.00 

$1,260 

Handicap  Access. 

No 

Repair  ceramic  tile  flooring 

2 

sq.  ft. 

$9.00 

$18 

1 

Repair/replace  drywall 

10 

sq.  ft. 

$5.00 

$50 

Prepared  by 
The  John  Stewart  < 

January  12,  1999 

Repair/replace  cer.  tile  tub  surr. 

4 

sq.  ft. 

$7.00 

$28 

Repaint 

3.75 

room 

$225.00 

$844 

Patch  Paint 

room 

i $75.00 

$0 

New  horizontal  louver  blinds 

7 

| window 

$25.00 

$175 

\ New  vertical  blinds  at  sliding  doors 

1 

door 

$50.00 

$50 

Replace  toilet  accessories 

2 

ea 

| $25.00 

$50 

Miscellaneous  interior  repair 

1 

allow 

$500.00 

$500 

Interior  finishes  upgrade  (Total) 

$3,101 

Interior  cleanup 

1 : 

allow 

$200.00  j 

$200“ 

Paint  carports 

unit 

$200,001 

$0 

Paint  building  walls  and  trim 

1 

unitl 

$250.00 

$250 

Clean  building  exteriors 

1 

unit\ 

$750.00 1 

$750 

— 

Clean  grounds  and  paving 

1 | 

unit  1 

$725.00| 

$725 

Exterior  painting  and  cleaning  (Total) 

$525 

New  refhgerator/dishwasher/range 

0.251 

ea.  | 

$500.00; 

$725 

New  range  hood/fan 

0.2 

ea. 

$775.00 

$35 

New  garbage  disposer 

0.2 

ea. 

$750,001 

$30 

New  fire  extinguishers 

1 

ea.  i 

$30.00 

$30 

Appliance  repairs 

1 j 

allow 

$25.0o| 

$25 

Kitchen  appliances  (Total) 

$245 

Service/clean  furnaces  or  boilers 

1 allow  \ $ 100.00 \ $ 100 

Replace/repair  furnace 

0.75  ea.  $800.00  $120, 

HVAC  testing/maintenance  (Total) 

$220 

Repair/replace  kitchen  sink/faucet 

0.05 

ea. 

$600.00  J $30 

Repair/replace  bath  lavatory/faucet 

0.2 

ea. 

$400.00 

$80 

Replace/repair  tub 

ea. 

$900.00 

$0 

Replace/repair  WC 

0.2 

ea. 

$225.00 

$45 

Replace/repair  Water  Heater 

0.1 

ea. 

$650.00 

$65 

Miscellaneous  plumbing  repair 

5 kitch/bath  1 

$25.00 

$725 

Plumbing  testing/maintenance  (Total) 

$345 

Replace  light  fixtures 

2 ea.  $75.00  $150 

Repair  switches  and  outlets 

7.5 1 room  $25.0o!  $188 

Electrical  testing/maintenance  (Total) 

$338 

5.  Maintenance  & Finishes  TOtAl 

$7.112 

Company 

6.  General 

Permits 

1 

unit  [ 

— srsorxn 

$160 

Requirements 

Temporary  facilities 

1 

unit 

$50.00 1 

| $50 

__ 

Maintenance  start-up 

i ! 

unit 

$57.00 

$57 

6.  General  Requirements  TOTAL 

$257 

CONSTRUCTION  SUBTOTAL 

$8,829 

Contingency  (12%) 

$1,060 

CONS'l  RUCTION  TOTAL 

$9,889 

Treasure  Island 

ITEM  SCOPE  OF  WORK 

QUANT. 

UNIT 

UNITS 

SUBTOTAL  ITEM  TOTAL 

1.  DBI  Building 

Mechanical  repairs 

4 bedrm 

| $T25TXT 

$500 

Code  Upgrade 

TPlumbing  repairs 

4 

oearm 

$175.00 

' 

Housing 

CAPITAL 

BUDGET 

ITEMIZATION 

Electrical  repairs 

1 

allow 

r $250.00 

$250 

2.  Structural 

New  smoke  detectors  (battery) 

4 

ea.  $2t>.oo 

$100 

1.  DBI  Building  Code 

i Upgrade  TOTAL 

; ' $6  00 ; 

$1,550 

$cr 

Seismic  Retrofit  - buildings 

i ' unrt: 

Alteration 

Seismic  Retrofit  - carports 

1|  unit  | so.uu;  so 

T5%~AccessibIe  unit  alterations' 

2.  Structural  Alteration 

01  unit  $625  00 

TOTAL 

str 
5CT] 

Alteration 

Parking/site"  alteration 

1 | unit 

j $55.00 

$55 

4.  Energy  Conserve 

3.  Handicap  Access  Alteration 

TOTAL 

InstallWater  Heater  insulation 

ea 

j — $55.00 

$55 

Upgrade 

1 ^ 

ea. 

$50 

Low  flow  toilets/showerheads 

4 

ea. 

r $25.00 

5100 

4.  Energ 

y Conservat'n  Upgrade 

TOTAL 

$205 

1100  SERIES 

5.  Maintenance  & 

O&M  Plan 

i r 

unit 

$5.U0 

S5 

Finishes 

Landscaping  and  Irrigation 

1 

unit 

] $700.00 

$700 

Replace  upper  cabinets 

muL 

j ~$6000 

$0 

Apartment 

1100  EM2  PROTOTYPE 



Replace  lower  cabinets 

tin.  ft. 
sq.  ft. 

$120.00 
1 $10.00 

$0 

so 

I ! 

Misc  cabinet/carpentry  repair 

i r 

$150.00 

$150 

Cabinet/carpentry  repair  (Total) 

$150 

Repair  building  roofing 

1 

allow  $250.00 

$250 

Repair  gutters  and  downspouts 

1 

allow  $100.00 

$100, 

No.  Units  per  Bldg.  6 

Repair  carport  roofs 

0 

allow j $75.00 

$0 

Inspect/clear  gutters  & downspouts 

1 

allow]  $100.00 

$100 

Unit  Plan  ERR 

Repair  building  walls 

1 

allow j $75.00 

$75 

Unit  Type  2-story 

Carport  dryrot  repair 

0 

allow  $200.00 

$0 

Entry  level  j lower 

Miscellaneous  exterior  repair 

1 

allow  \ $200.00 

$200 

Roof/sht  metal/exterior  repair  (Total) 

$725 

No.  Bedrooms  4 

Replace  entry  door  and  frame 

0.05 

ea. 

$750.00 

$38 

No.  Full  Baths  1 

Replace  entry  door  hardware 

ea. 

$250.00 

$250 

No.  1/2  Baths  2 

Replace  interior  doors 

0.4 

ea. 

$150.00 

$60 

Total  No.  Rooms  I 9 

Replace  interior  door  hardware 

0.5 

ea. 

$65.00 

$33 

No.  exterior  doors  [ 2 

Re-glaze  window  lites 

ea. 

$125.00 

$0 

No.  windows  | 6 

j Install  wdw  and  sliding  gl  dr  locks 

7 

ea. 

$10.00 

$70 

S 

| Lubncate  and  dean  window  sash 

6 

ea. 

$12.00 

$72 

Total  net  sq.  feet  1208 

\ Repair  sliding  glass  doors 

1 0.2 

ea 

$75.00 

$15 

Redrm  area  sq.  feeT“  650 

Door  and  Window  Repair  (Total) 

$537 

LR/DR  sq.  feet  j 200 

Repair/replace  wood  floohng/stairs 

4 

sq.  ft. 

$9.50 

$38 

Kitchen/util  sq.  feet  | 300 

Repair/replace  vinyl  flooring 

30 

sq.  ft. 

$4.00 

$120 

Repair/replace  carpet 

\ 765.0 

sq.  ft. 

$2.00 

$1,530 

Handicap  Access.  No 

j Repair  ceramic  die  floohng 

3 

sq.  ft. 

$9.00 

$27 

~1  Repair/replace  drywall 

1°\ 

sq.  ft. 

$5.00 

$50 

Repair/replace  cer  tile  tub  sum 

4 

sq.  ft 

$7.00 

$28 

]~  Repaint 

4.5 

room 

1 $225.00 

$1,013 

Patch  Paint 

room 

$75.00 

$0 

New  horizontal  louver  blinds 

6 

window 

$25.00 

$150 

New  vertical  binds  at  sliding  doors 

1 

door 

$50.00 

$50 

Replace  toilet  accessohes 

3 

ea. 

$25.00 

$75 

■ Miscellaneous  intenor  repair 

1 j 

allow 

i $500.00 1 

$500 

Interior  finishes  upgrade  (Total) 

$3,581 

Interior  cleanup 

1 allow ' $200.00 1 

$200 

Paint  carports 

oj  unit  $200,001 

$0 

— 

Paint  building  walls  and  tnm 

l\  unit  | $250.00 

1 1 unit  $1 50.00 , 

$250 

— 

Clean  grounds  and  paving 

1 unit\  $125.00 

$125 

Exterior  painting  and  cleaning  (Total) 

$525 

New  refrigerator/dishwasher/range 

0.25  ea.\ 

$500.00 

$125, 

New  range  hood/fan 

0.2  eaj 

$175.00 

$35 

New  garbage  disposer 

0.2  j ea. 

$ 150.00 1 

$30 

New  fire  extinguishers 

1 ea. 

$30.00 

$30 

Appliance  repairs 

1 j allow  j 

$25.00 

$25 

Kitchen  appliances  (Total) 

$245 

Service/clean  furnaces  or  boilers 

1\  allow  \ $100.00 

$100 

Replace/repair  furnace 

0.15 1 ea.  $800. 00 1 

$120 

HVAC  testing/maintenance  (Total) 

$220 

Repair/replace  kitchen  sink/faucet 

0.05 

ea. 

$600.00 

$30 

Repair/replace  bath  lavatory/faucet 

0.25 

ea. 

$400.00 

$100 

Replace/repair  tub 

ea. 

$900,001 

$0 

Replace/repair  WC 

0.25 

ea. 

$225.00 

$56 

Replace/repair  Water  Heater 

Oil 

ea 

$650.00 

$65; 

Miscellaneous  plumbing  repair 

6 

kitch/bath 

$25.00 

$150 

Plumbing  testing/maintenance  (Total) 

$401 

Replace  light  fixtures 

2 ‘ ea.  j $75.00 

$150 

Repair  switches  and  outlets 

9 room  $25 .00  \ 

$225] 

Electrical  testing/maintenance  (Total) 

$375 

5.  Maintenance  & Finishes 

TOTAL 

$7,664 

Prepared  by 

The  John  Stewart  Company 
January  12,  1999 

6.  General 

Permits  “ 1 | 

unit; 

Tf5o:ocr 

$T50~ 

Requirements 

Temporary  facilities  1 TT 

unit  | 

$50.00  | 

$5fT 

Maintenance  start-up  1 

unit! 

$57.00: 

$57] 

6.  General  Requirements 

TOTAL 

$257 

CONS  I KUCTION  SUBTOTAL 

$9,731 

Contingency  (12%) 

$1,168 

$10,898 


Treasure  Island 
Housing 


CAPITAL 

BUDGET 

ITEMIZATION 


1200  Series 


Apartment 


1200  Cl 2 PROTOTYPE 


No.  Units  perBldg.  6 


Unit  Plan 
Unit  Type 
Entry  level 


C-12 

2-story 

lower 


No.  Bedrooms  4~ 

No.  Full  Baths  2~ 

No.  1/2  Baths  T~ 

Total  No.  Rooms  ST5“ 

No.  exterior  doors  T~ 

No.  windows  — ~ S~ 


Total  net  sq.  feet 
Bedrm  area  sq.  feet 
Lft/DR  sq.  feet 
Kitchen/util  sq.  feet 


W 

“W 

“275“ 

173“ 


Handicap  Access. 


“No- 


Prepared  by 

The  John  Stewart  Company 
January  12,  1999 


ITEM  “ SCOPE  OF  WORK 

1.  DBI  Building  Mechanical  repairs 

Code  Upgrade  ^ Plumbing  repairs 
'Electrical  repairs 
[New  smoke  detectors  (battery) 


Roof/sht  metal/exterior  repair  (Total) 


4 bedrm  S 

1 1 allow  "i 


Replace  entry  door  and  frame 


Replace  entry  door  hardware 


Replace  interior  doors 


Replace  intenor  door  hardware 


Re-glaze  window  lites 


Install  wdw  and  sliding  gl  dr  locks 


Lubricate  and  clean  wi 


Repair  sliding  glass  doors 


Door  and  Window  Repair  (Total) 


I Repair/replace  wood  flooring/stairs 


Repair/replace  vinyl  flooring 


Repair/replace  carpet 


Repair  ceramic  tile  floonng 


Repair/replace  drywall 


Repair/replace  cer  tile  tub  si 


New  honzontat  louver  blinds 


New  vertical  blinds  at  sliding  doors 


Replace  toilet  accessories 


Miscellaneous  mtenor  repair 


Paint  building  walls  and  trim 


Clean  building  exteriors 


Clean  grounds  and  paving 


Exterior  painting  and  cleaning  (Total) 


New  refngerator/dishwasher/range 


New  range  hood/fan 


New  garbage  dispose r 


New  fire  extinguishers 


Service/clean  boilers 


Replace/repair  boilers 


Mech.  testing/maintenance  (Total) 


Repair/replace  kitchen  sink/faucet 


Repair/replace  bath  lavatory/faucet 


Replace/repair  tub 


Replace/repair  WC 


i Replace/repair  Water  Heater  

Miscellaneous  plumbing  repair 
Plumbing  testing/maintenance  (Total) 
Replace  light  fixtures 
! Repair  switches  andouttets 
^Electrical  testing/maintenance  (Total) 


Temporary  facilities 


'UUNSIHUUnUNSUmUIAf 

Contingency  (12%) 

UUNSIKUUIIUh 


6 General  Requirements 


:iiun  IUIAL 


$257 

$10,682 

$1.282 

$11,964 


Treasure  island 
Housing 

CAPITAL 

BUDGET 

ITEMIZATION 


ITEM  SCOPE  OF  WORK 

1 . DBI  Building—"  ; Mechanical  repairs 
CodeUpgrade  Plumbing  repairs 


1300  Series 

5.  Maintenance  & 

O&MPIan 

1 

unit 

$TCTO0 

$70 

Finishes 

Landscaping  and  Irrigation 

$697.00 

$657"" 

Replace  upper  cabinets 

lin.  ft. 

$60.00 

$0 

Apartment 

1300  A13  PROTOTYPE 

Replace  lower  cabinets 

lin.  ft. 

$120.00 

$0 

Repair/replace  plas  lam.  counters 

sq.  ft. 

$10  00 

$0 

Misc.  cabinet/carpentry  repair 

1 

allow 

$150.00 

$750 

Cabinet/carpentry  repair  (Total) 

$150 

Repair  building  roofing 

1 

allow 

$250.00 

$250 

Repair  gutters  and  downspouts 

1 

allow 

$100.00 

$700 

i 

No,  Units  p'eFBIdg. 

6 

Repair  carport  roofs 

1 

allow 

$50.00 

$50 

Inspect/clear  gutters  & downspouts 

1 

allow 

$100.00 

$700 

! 

Unit  Plan 

A-13 

Repair  building  walls 

1 

allow 

$75.00 

$75 

Unit  Type 

2-story 

Carport  dryrot  repair 

1 

allow 

$50.00 

$50 

Entry  level 

lower 

Miscellaneous  exterior  repair 

1 

allow 

$200.00 

$200 

Roof/sht  metal/exterior  repair  (Total) 

$825 

No.  Bedrooms 

4 

Replace  entry  door  and  frame 

0.05 

ea. 

$750.00 

$38 

No.  Pull  Baths 

2 

Replace  entry  door  hardware 

1 

ea. 

$250.00 

$250 

No.  1/2  Baths 

1 

Replace  interior  doors 

0.4 

ea. 

$150.00 

$60 

Total  No.  Rooms 

05 

Replace  interior  door  hardware 

0.5 

ea. 

$65.00 

$33 

No.  exterior  doors 

3 

Re-glaze  window  lites 

ea. 

$125.00 

$0 

No.  windows 

6 

Install  wdw  and  sliding  gl  dr  locks 

7 

ea. 

$10.00 

$70 

Lubricate  and  clean  window  sash 

6 

ea. 

$12.00 

$72 

Total  net  sq.  feet 

T3B0 

Repair  sliding  glass  doors 

0.2 

ea. 

$75.00 

$15 

Bedrm  area  sq.  feet 

650 

Door  and  Window  Repair  (T otal) 

$537 

LR/DR  sq.  feet 

200 

Repair/replace  wood  flooring/stairs 

0 

sq.  ft. 

$9.50 

$0 

Kitchen/util  sq.  f©et 

Repair/replace  vinyl  flooring 

25 

sq.  ft. 

Repair/replace  carpet 

966.0 

sq.  ft. 

$2.00 

$1,932 

Handicap  Access.  j No 

Repair  ceramic  tile  flooring 

3 

sq.  ft. 

$9.00 

$27 

Repair/replace  drywall 

10 

sq.  ft. 

$5.00 

$50 

Repair/replace  cer.  tile  tub  suit. 

8 

sq.  ft. 

$7.00 

$56 

Repaint 

4.75 

room 

$225.00 

$1,069 

Patch  Paint 

room 

$75.00 

$0 

New  horizontal  louver  blinds 

6 

window 

$25.00 

$150 

New  vertical  blinds  at  sliding  doors 

1 

door 

$50.00 

$50 

Replace  toilet  accessories 

3 

ea. 

$25.00 

$75 

Miscellaneous  interior  repair 

1 

allow 

$499  80 

$500 

Interior  finishes  upgrade  (Total) 

$4,009 

Interior  cleanup 

1 

allow 

$200.00 

~$200 

Paint  carports 

1 

unit 

$200.00 

$200 

Paint  building  walls  and  trim 

1 

unit 

$250.00 

$250 

Clean  building  exteriors 

1 

unit 

$750.00 1 

$750 

Clean  grounds  and  paving 

1 

unit 

$725,001 

$725 1 

Exterior  painting  and  cleaning  (Total) 

$725  i 



New  refrigerator/dishwasher/range 

0.25 

ea. 

$500.00 

$725 

New  range  hood/fan 

0.2 

ea. 

$175.00 

$35] 

New  garbage  disposer 

0.2 

ea. 

$150.00 

$30 

New  fire  extinguishers 

1 

ea. 

$30.00 

$30 

Appliance  repairs 

1 

allow 

$25.00 

$25 

$240 

Kitchen  appliances  (Total) 

Service/clean  furnaces 

1 allow  i $150.00 1 $150 

Replace/repair  furnaces 

0.2  ea.  $800.00  $160: 

Mech.  testing/maintenance  (Total) 

$310 

Repair/replace  kitchen  sink/faucet 

0.05 

ea. 

$600.00 

$30 

Repair/replace  bath  lavatory/faucet 

0.3 

ea. 

$400  00 

$720 

Replace/repair  tub 

ea. 

$900.00 

$0 

Replace/repair  WC 

03 

ea. 

$225.  OOf 

$68’ 

Replace/repair  Water  Heater 

0.1 

eaT 

$650.00 

$65 

Miscellaneous  plumbing  repair 

7 

kitch/bath 

$25.00 

$775 

Plumbing  testing/maintenance  (Total) 

25 

$458, 

Replace  light  fixtures 

2 

ea.  $75.00  $1501 

Repair  switches  and  outlets 

9.5 

room  $25.00  $238 

Prepared  by 

The  John  Stewart  Company 


January  12,  1999 


Electrical  testing/maintenance  (Total) 


Temporary  facilities 
Maintenance  start-up 


~ $50" 


CONSTRUCTION  SUBTOTAL 

Contingency  (12%) 

CONSTRUCTION  TOTAL 


6.  General  Requirements 


$57 


$257 

$11,566 

$1,388 

$12,953 


Treasure  Island 

ITEM  SCOPE  OF  WORK  [QUANT.  UNIT  UNITS 

[ SUBTOTAL 

ITEM  TOTAL 

1.  DBI  Building  i Mechanical  repairs 

2 bedrm  $u.uu 

| 

$0 

Housing 

Code  Upgrade  TFlumbing  repairs 

2j  bedrm ! $175700" 

- . — 

SiSO 

("Electrical  repairs 

T]  allow"  $250.00 

$250 

$50 

1.  DBI  Building  Code  Upgrade  TOTAL 

$650 

$5,65Cr" 

2.  Structural 

Seismic  Retrofit  - buildings  | Tj  unit  $5,650.00T 

CAPITAL 

Alteration 

$0 

2.  Structural  Alteration 

"5% AccessIbleTjnif  alterations^  0.3125  uriTf  $97000:00 

$5,650 

BUDGET 

Alteration 

Parking/site  alteration  V unit  $55  00’ 

$55 

ITEMIZATION 

4.  EnergyConserv. 

3.  Handicap  Access  Alteration 

TOTAL 

' $2,868 

Install  Wafer  Heater  insulation 

ea- ; 

$55 

Upgrade 

Install  Weatherstripping  z 

eaT  $25.00 

$50" 

Low  flow  toilets/showerheads 

2 

ea.  $25.00 

$50 1 

4.  Energy  Conservat'n  Upgrade  TOTAL 

$155 

1400  SERIES 

5.  Maintenance  & 

O&M  Plan  " 

1 

unit" $T3X)0 

$TT 

Finishes 

Landscaping  and  Irrigation 

1 

unit 

$350.00 

$35!T 

Replace  upper  cabinets 

lin.  ft. 

j $60.00 

$0 

Apartment 

1400  A14  PROTOTYPE 

Replace  lower  cabinets 

tin.  ft. 

1 $120.00 

$0 

Repair/replace  plas.  lam.  counters 

sq.  ft. 

; $10.00 

— w 

Misc.  cabinet/carpentry  repair 

1 

allow  $100.00 

$100 

CabineVcarpentry  repair  (Total) 

$100" 

Repair  building  roofing 

1 

allow 

\ $250.00 

$250 

Repair  gutters  and  downspouts 

1 

allow 

$100.00 

$100 

No.  Units  per  SlcTg. 

6 

Repair  carport  roofs 

0 

allow 

$75.00 

$0 

Inspect/clear  gutters  & downspouts 

1 

allow 

$100.00 

$100 

Unit  Plan 

A-14 

Repair  building  walls 

1 

allow 

$75.00 

$75 

Unit  Type 

flat 

Carport  dryrot  repair 

0 

allow 

| $200.00 

$0 

i ' 

Entry  level 

lower 

Miscellaneous  exterior  repair 

1 

allow 

$200.00 

$200 

Roof/sht  metal/exterior  repair  (Total) 

$725 

No.  Bedrooms 

2 

Replace  entry  door  and  frame 

0.05 

ea. 

$750.00 

$38 

No.  Full  Baths 

I 

Replace  entry  door  hardware 

1 

ea. 

$250.00 

$25  0 

No.  1/2  Baths 

0 

Replace  interior  doors 

0.4 

ea. 

$150.00 

$60 

Total  No.  Rooms 

6 

Replace  interior  door  hardware 

0.5 

ea. 

$65.00 

$33 

No.  exterior  doors 

2 

Re-glaze  window  lites 

ea. 

$125.00 

$0 

TJo.  windows 

4 

Install  wdw  and  sliding  gl  dr  locks 

5 

ea. 

$10.00 

$50 

Lubricate  and  clean  window  sash 

4 

ea. 

$12.00 

$48 

Total  net  sq.  feet 

575 

Repair  sliding  glass  doors 

0.2 

ea. 

$75.00 

$15 

Bedrm  area  sq.  feet 

240 

Door  and  Window  Repair  (Total) 

$493 

LR/DR  sq.  feet 

240 

Repair/replace  wood  flooring/stairs 

0 

sq.  ft. 

$9.50 

$0 

Kitchen/utll  sq.  feet 

T80 

Repair/replace  vinyl  flooring 

18 

sq.  ft. 

$4.00 

$72 

Repair/replace  carpet 

432.0 

sq.  ft. 

$2.00 

$864 

Handicap  Access. 

No 

Repair  ceramic  tile  flooring 

0 

sq.  ft. 

$9.00 

$0 

Repair/replace  drywall 

5 

sq.  ft. 

$5.00 

$25 

Repair/replace  cer  tile  tub  suit. 

0 

sq.  ft. 

$7.00 

$0 

Repaint 

3 

room 

$225.00 

$675 

Patch  Paint 

room 

$75.00 

$0 

New  horizontal  louver  blinds 

4 

window 

$25.00 

$100 

New  vertical  blinds  at  sliding  doors 

i 

door 

$50.00 

$50 

Replace  toilet  accessories 

i 

ea.  j 

$25.00 

$25 

Miscellaneous  interior  repair 

1 allow j 

$250.00 

$250 

Interior  finishes  upgrade  (Total) 

$2,061 

Interior  cleanup 

1 | 

allow:  $200.00 

$200" 

Paint  carports 

0 

unit]  $200.00 

$0 

Paint  building  walls  and  trim 

1\ 

unit  $600.00 

$600  < 

Clean  building  exteriors 

1 

unit { $50.00 

lS50l 

Clean  grounds  and  paving 

1\ 

unit  [ $165.00 

$765 

Exterior  painting  and  cleaning  (Total) 

$815 

New  refrigerator/dishwasher/range 

0.25 

ea.  $50000] 

$725 

New  range  hood/fan 

0.2 

ea..  $175.00  \ 

$35 

New  garbage  disposer 

0.2 

ea. 

$150,001 

$30 

New  fire  extinguishers 

1 

ea. 

$30.00 

$30: 

Appliance  repairs 

1 1 

allow'. 

$25.00 

$25 



Kitchen  appliances  (Total) 

$245 



Service/clean  furnaces 

i allow ; $100.00  \ $100 

Replace/repair  furnace 

0.1 5 ea.l  $800.00  $ 120 

1 

HVAC  testing/maintenance  (Total) 

$220 

Repair/replace  kitchen  sink/faucet 

0.05  j 

ea. 

$600.00 

$30 

Repair/replace  bath  lavatory/faucet 

0.05 

ea.i 

$400.00 

$20 : 

Replace/repair  tub 

ea. 

$900.00 

$0 

Replace/repair  WC 

0. 75  j 

ea. 

$250.00 

$38 

Replace/repair  Water  Heater 

0.1 

ea. 

$750.00 

$75  ‘ 

Miscellaneous  plumbing  repair 

4 

kitch/bathl 

$25.00 

$100 

Plumbing  testing/maintenance  (Total) 

$263| 

Replace  light  fixtures 

2)  ea.l  $75.00  $150\ 

Repair  switches  and  outlets 

6 " room  $25.00  $150 

I ..  - j 

Electrical  testing/maintenance  (Total) 

$300 

Prepared  by 
The  John  Stewart  i 

- 1 

5.  Maintenance  8.  Finishes  TOTAL  j $5,785 

6.  General 

Permits 

TJ 

unit. 

$T50T)O] 

$150 

Company 

I 

5 

3 

I 

Temporary  facilities 

1 

unit 

$50  00" 

$50" 

Maintenance  start-up 

1 

unit 

$57.00  i 

$57 

6.  General  Requirements  TOTAL  $257 

January  12,  1999 

CONSTRUCTION  SUBTOTAL  $15,364 

Contingency  (12%)  $1 ,844 

(JUNS  I KUCFION  IUIAL  $17,208 

Treasure  Island 
Housing 

ITEM 

SCOPE  OF  WORK 

QUANT. 

UNIT  UNIT  $ SUBTOTAL 

ITEM  TOTAL 

1.  DBI  Building 

Mechanical  repairs 

bedrm 

$0.00 

$0 

Code  Upgrade 

Plumbing  repairs 

2 

— bedrm 

$175.00 

$350 

Electrical  repairs 

1 

allow 

$250. OCT 

$250 

New  smoke  detectors  (battery) 

2 

ea 

| $25.00 

$50 

1.  DBI  Building  Code 

i Upgrade 

TOTAL 

$650 

S5.650 

CAPITAL 

BUDGET 

ITEMIZATION 

ZTStructurai 

Seismic  Retrofit  ^Buildings 

1 

unit 

Alteration 

"Seismic  Retrofit  ^carports 

1 

unit]  3>u.uui 

w 

2.  Structural  Alteration 

TOTAL 

56,650 

3.  Handicap  Access 

5%  Accessible  unit  alterations 

i\ ™ 

; $9;op(rop~ 

- “ $0“ 

Alteration 

Parking/site"alteration 

1 1 unit 

$55.00 

S55 

3.  Handicap  Access 

Alteration 

TOTAL 

$55 

4.  Energy  Conserv. 

Tnstail  Water  Heater  insulation 

1 

1 ^ 

$55.00 

$55 

Upgrade 

Install  Weatherstripping 

2 

ea 

j $25.00 

$50 

Low  flow  toilets/showerheads 

2 

ea 

$25.00 

$50" 

4.  EnergyConservat 

ln  Upgrade 

TOTAL 

5T5T 

1400  SERIES 

5.  Maintenance  & 

"OTM“RTan 

i 

unit 

I $13.00 

1 $T37 

Finishes 

Landscaping  and  Irrigation 

i 

unit 

| $350.00 

$350 

Replace  upper  cabinets 

lin.  ft. 

| $60.00 

$0 

Apartment 

1400  B14  PROTOTYPE 

Replace  lower  cabinets 

tin.  ft. 

$120.00 

$0 

Repair/replace  ptas.  lam.  counters 

sq.  ft. 

1 $10.00 

$0 

Misc.  cabinet/carpentry  repair 

i 

allow 

$100.00 

$100 

Cabinet/carpentry  repair  (Total) 

$T00~ 

Repair  building  roofing 

1 

allow 

$250.00 

$250 

Repair  gutters  and  downspouts 

i 

allow 

$100.00 

$100 

No.  Units  per  Bldg.  [ 6 

Repair  carport  roofs 

0 

allow 

$75.00 

$0 

Inspect/clear  gutters  & downspouts 

1 

allow 

$100.00 

$100 

Unit  Plan  B-14 

Repair  building  walls 

1 

allow 

$75.00 

$75 

Unit  Type  ] flat 

Carport  dryrot  repair 

0 

allow 

$200.00 

$0 

Entry  level  upper 

Miscellaneous  exterior  repair 

1 

allow 

$200.00 

$200 

Roof/sht  metal/exterior  repair  (Total) 

$725 

No.  Bedrooms  [ 2 

Replace  entry  door  and  frame 

| 0.05 

ea. 

$750.00 

$38 

No.  full  Baths  1 

Replace  entry  door  hardware 

1 

ea. 

$250.00 

$250 

No.  1/2  Baths  0 

Replace  interior  doors 

0.4 

ea. 

$150.00 

$60 

Total  No.  Rooms  6 

Replace  interior  door  hardware 

0.5 

ea. 

$65.00 

$33 

No.  exterior  doors  2 

Re-glaze  window  lites 

ea. 

i $125.00 

$0 

No.  windows  j 5 

Install  wdw  and  sliding  gl  dr  locks 

6 

ea. 

$10.00 

$60 

Lubricate  and  clean  window  sash 

5 

\ $12.00 

$60 

Total  net  sq.  feet  990 

Repair  sliding  glass  doors 

0.2; 

1 

\ $75.00 

$15 

Bedrm  area  sq.  feet  \ 310 

Door  and  Window  Repair  (Total) 

$515 

LR/DR  sq.  feet  j 300 

Repair/replace  wood  flooring/stairs 

0 

sq.  ft. 

$9.50 

$0 

Kitchen/util  sq.  feet  ; 160 

Repair/replace  vinyl  flooring 

16 

sq.  ft. 

$4.00 

$64 

Repair/replace  carpet 

1 549.0 

sq.  ft. 

$2.00 

$1,098 

Handicap  Access.  No 

Repair  ceramic  tile  flooring 

0 

sq.  ft. 

$9.00 

$0 

Repair/replace  drywall 

5 

sq.  ft. 

$5.00 

$25 

| 

Prepared  by 

The  John  Stewart  Company 

] Repair/replace  cer.  tile  tub  surr. 

o\ 

sq.  ft. 

$7.00 

$0 

Repaint 

3 

roorri\ 

$225.00 

$675 

Patch  Paint 

rooml 

$75.00 

$0 

New  horizontal  louver  blinds 

5 

window 

$25.00 

$125 

New  vertical  blinds  at  sliding  doors 

1 

door] 

$50.00 

$50 

Replace  toilet  accessories 

1 

ea. 

$ 25.00 

$25 

Miscellaneous  interior  repair 

1 

allow ] 

$500.00 

$500 

Interior  finishes  upgrade  (Total) 

$2,562 

Interior  cleanup 

1 ! 

allow  | 

$200.00 

$200" 

Paint  carports 



unit  | 

$200.00| 

$0 

Paint  building  walls  and  trim 

i 

unit\  $600. 00 1 

$600 

Clean  building  exteriors 

i 

unit]  $0.00  \ 

$0 

Clean  grounds  and  paving 

1 

unit\  $100.00] 

$100 

Exterior  painting  and  cleaning  (Total) 

$700 

New  refrigerator/dishwasher/range 

0.25  \ ea. 

$500. 00  j 

$125 

New  range  hood/fan 

0.2  ea. 

$175.00| 

$35 

New  garbage  disposer 

0.2  ea. 

$150.00  \ 

$30] 

New  fire  extinguishers 

1 ea. 

$30.00 

$30 

Appliance  repairs 

7|  allow] 

$25.00 

$25 

Kitchen  appliances  (Total) 

$2451 

Service/clean  furnaces 

T | allow'i 

$100.00] 

$1001 

Replace/repair  furnace 

0.15 ] ea. 

$800.00 

$120 1 

HVAC  testing/maintenance  (Total) 

$220 

Repair/replace  kitchen  sink/faucet 

0.05 

ea.  j 

$600.00 

$30  i 

Repair/replace  bath  lavatory/faucet 

0.05 

ea.  | 

$400  00 

$20 

Replace/repair  tub 

ea. ; 

$900.00 

$0 

Replace/repair  WC 

0.15 

ea. 

$225.00 

$34 

Replace/repair  Water  Heater 

0.1 

ea. 

$650.00 

$65 

Miscellaneous  plumbing  repair 

4 

kitch/bath 

$25.00 

$100 

Plumbing  testing/maintenance  (Total)  j 

$249 

Replace  light  fixtures 

2 ea. 

6j  room' 

$75.00 

$150 

Repair  switches  and  outlets 

$25.00 1 

$150 

Electrical  testing/maintenance  (Total) 

$300 

5.  Maintenance  & Finishes 

TOTAL 

$6,179 

6.  General 

Permits 

TT 

unit 

$150  i 

Requirements 

TemporafyTacilities 

1 

unitj 

$50.00 

$50 

Maintenance  start-up 

unit 

$57.00 

$57 

January  12,  1999 

6.  General  Requirements 

TOTAL | 

$257 

(JUNS  IKUCIIUN  SUblUIAL 

$12,946 

Contingency  (12%) 

$1,553 

UUNb  1 KUO  1 IUN  IUIAL 

$14,499 

Yerba  Buena  Island 

ITEM 

SCOPE  OF  WORK 

QUANT.  UNIT 

UNIT  $ 

SUBTOTAL 

ITEM  TOTAL 

1.  OBI  Building 

JMechamcal  repairs 

3 bedrm 

"WOff 

~$0 

Housing 

Code  Upgrade 

Plumbing  repairs 

31  bedrm 

$175.0? 

$525 

Electrical  repairs 

r allow 

$250.00 

$250 

2.  Structural 

New  smoke  detectors  (battery) 

3 ea 

$25.00 

1.  DBI  Building  Code  Upgrade  TOTAL 

$850 

$0] 

Seismic  Retrofit  -“buildings 

' r umf  $0.00 

CAPITAL 

BUDGET 

ITEMIZATION 

Alteration 

SeismicTRetrofit  - carports 

V unit]  $0.00 1 

$01 

2.  Structural  Alteration  1 6 r AL 

$q 

Alteration 

Parking7site  alteration 

V unit!  $55.00 

$551 

4.  Energy  Conserv. 

3.  Handicap  Access  Alteration  TOTAL 

fsT 

“install  Wafer  Heaier  insulation 

1 ea. 

$bb.00 

j $55] 

Upgrade 

Install  Weatherstripping 

2 ea. 

$2515? 

$5?" 

Low  flow  toilets/showerheads 

4 ea7 

$25.00 

$100 

[4.  Energy  Conservat 

n Upgrade  TOTAL 

$205 

300  Series 

5.  Maintenance  & 

O&M  Plan 

T uhiT 

$29 

Finishes 

IXandscaping  and  Irrigation 

Tj  unff 

$T0F 

Replace  upper  cabinets 

lin.  ft. 

$60. 00 

$0 

Apartment 

300  CGOI  PROTOTYPE 

Replace  lower  cabinets 

lin.  ft. 

$120.00 

$0 

Repair/replace  plas.  lam.  counters 

sq.  ft. 

$10.00 

$0 

Misc.  cabinet/carpentry  repair 

1 allow 

$150.00 

$150 

Cabinet/carpentry  repair  (Total) 

$150 

Repair  building  roofing 

1 

a//OW  $250.00 

$250 

1 

Repair  gutters  and  downspouts 

1 

allow  i $100.00 

$100 

1 i 

No.  Units  per  Bldg. 

8 

Repair  carport  roofs 

0 

allow':  $75.00 

$0 

Inspect/clear  gutters  & downspouts 

1 

allow  j $100.00 

$100 

Unit  Plan 

CGOT 

Repair  building  walls 

1 

allow]  $75.00 

$75 

Unit  Type 

2-story 

Carport  dry  rot  repair 

0 

allow]  $200.00 

$0 

Entry  level 

lower 

Miscellaneous  exterior  repair 

1 

allow]  $900.00 

$900 

Roof/sht  metal/exterior  repair  (Total) 

$1,425 

No.  Bedrooms 

3 

Replace  entry  door  and  frame 

0.05 

ea. 

] $750.00 

$38 

No.  Full  Baths 

1 

Replace  entry  door  hardware 

1 

ea. 

$250.00 

$250 

No.  1/2  Baths 

; 

Replace  interior  doors 

0.4 

ea. 

| $150.00 

$60 

Total  No.  Rooms 

s 

Replace  interior  door  hardware 

0.5 

ea. 

$65.00 

$33 

No.  exterior  doors 

2 

Re-glaze  window  lites 

ea. 

$125.00 

$0 

No.  windows 

g 

Install  wdw  and  sliding  gl  dr  locks 

io\ 

ea. 

$10.00 

$100 

Lubricate  and  clean  window  sash 

9 

ea. 

$12.00 

$108 

Total  net  sq.  feet 

1221 

Repair  sliding  glass  doors 

0.2 

ea. 

$75.00 

$15 

Bedrm  area  sq.  feeC 

550 

Door  and  Window  Repair  (Total) 

$603 

LR/DR  sq.  feet 

300 

Repair/replace  wood  flooring/stairs 

4 1 

sq.  ft. 

$9.50 

$38 

Kitchen/util  sq.  feet 

TOO 

Repair/replace  vinyl  floonng 

19  i 

sq.  ft. 

$4.00 

$76 

Repair/replace  carpet 

765.0 

sq.  ft. 

$2.00 

$1,530 

Handicap  Access. 

No 

Repair  ceramic  tile  floonng 

3! 

sq.  ft. 

$9.00 

$27 

1 

Repair/replace  drywall 

10] 

sq.  ft. 

$5.00 

$50 

Repair/replace  cer.  tile  tub  surr. 

4 j 

sq.  ft. 

$7.00 

$28 

Repaint 

4 room \ 

$225.00 

$900 

Patch  Paint 

room\ 

$75.00 

$0 

New  horizontal  louver  blinds 

9 

window 

$25.00 

$225 

New  vertical  blinds  at  sliding  doors 

11 

door 

$50.00 

$50 

Replace  toilet  accessories 

31 

ea. 

$25.00 

$75 

Miscellaneous  interior  repair 

11 

allow 

$500.00 

$500 

Interior  finishes  upgrade  (Total) 

$3,499 

Interior  cleanup 

1!  allow  $200.00 

$2001 

Paint  carports 

0 1 unit | $200.00, 

$0 

Paint  building  walls  and  trim 

1 unit  $1,750.00 

$1,750] 

Clean  building  exteriors 

1 unit  $150.00] 

$1501 

Clean  grounds  and  paving 

1\  unit]  $125.00] 

$ 125 j 

Exterior  painting  and  cleaning  (Total) 

$2,025 1 

New  refrigerator/dishwasher/range 

0.25 

ea.] 

$500.00 

$125 

New  range  hood/fan 

0.2 

ea.l 

$175.00 

$35 

New  garbage  disposer 

0.2 

ea. 

$150.00 

$30 

New  fire  extinguishers 

1 ea.  ] 

$30.00, 

$30] 

Appliance  repairs 

1 allow] 

$25.00] 

$25 1 

Kitchen  appliances  (Total) 

$245 

Service/clean  furnaces 

1 allow]  $100.00]  $100  j 

Replace/repair  furnace 

0.15 

ea.  $800.00  j $120  \ 

HVAC  testing/maintenance  (Total) 

$220 ; 

Repair/replace  kitchen  sink/faucet 

0.05 

ea.  [ 

$60000] 

$ 30 

Repair/replace  bath  lavatory/faucet 

0.2  ea. 

$400.00] 

$80 

Replace/repair  tub 

ea.  j 

$900.00] 

$0 

Replace/repair  WC 

0.2  ea. 

$225.00] 

$45 

Replace/repair  Water  Heater 

0.1 ea| 

$650.00 

$65  \ 

Miscellaneous  plumbing  repair 

5i  kitch/bath] 

$25.00  \ 

$125 1 

Plumbing  testing/maintenance  (Total) 

$345 

Replace  light  fixtures 

2 ea.  $75.00  $1501 

Repair  switches  and  outlets  j 

8 room  $25.00]  $200] 

Prepared  by 

The  John  Stewart  Company 
January  12,  1999 

n 

Electrical  testing/maintenance  (Total)  [ 

$350^ 

T 

5.  Maintenance  & Fi nishes TOTAL 

$9,191 

6.  General 

Permits 

11  unifT 

$150.00 

$150 

Requirements  [ 

Temporary  facilities^ 

1 , unit  | 

$50.00 

$50" 

Mainienance  start-up 

1 unit' 

$57.00 ) 

$57] 

6.  General  Requirements  TOTAL 

$257 

CONSTRUCTION  SUBTOTAL 

$10,558 

Contingency  (12%) 

$1,267 1 

CONSTRUCTION  TOTAL 

$11,825 

Yerba  Buena  Island 
Housing 

ITEM  SCOPE  OF  WORK 

QUANT. 

UNIT 

UNIT  $ SUBTOTAL  ITEM  TOTAL 

1.  DBI  Building  j MechaTTical  repairs 

bedrm 

$crocr 

50 

Code  Upgrade 

Plumbing  repairs 

3 

i . . bedrm 

$175.00 

$525 

Electrical  repairs 

1 

allow 

$250.00 

$2501 

New  smoke  detectors  (battery) 

3 

ea  $2b.uu 

$75! 

2.  Structural 

Seismic  Reffdfir^Buildinp 

1.  DBI  Building  Code  Upgrade TOTAL $850 

1 | unit  I $0.uu  | ; [ $0- 

CAPITAL 

BUDGET 

ITEMIZATION 

Alteration 

i | unit  $u.uu 

2.  Structural  Alteration 

row 

W 

3.  Handicap  Access 
Alteration 

5%  Accessible  unii^aiterations 
'Parking/site  alteratibfn 

t) — — m 

F sSSo 

““^$01 

$55' 

4.  Ene rgy  C onse rv. 

3.  Handicap  Access  Alteration 

TOTAL 

$55~ 

Install  WateTHeater  insulation 

I 1 

ea. 

$bb.UU 

$55 

Upgrade 

dnsfalTWeatherstripping 

2 

ea 

$25.00  j 

$50 ) 

Low  flow  toilets/showerheads 

4 

ea. 

$25.00  i 

$1001 

4.  Energy  Conservat 

'n  Upgrade 

TOTAL 

300  Series 

5.  Maintenance  & 

O&M  Plan 

r 

unit 

$29  00 

J 

1 $29] 

Finishes 

landscaping  and  Irrigation 

f 

//nun^ 

$100.00 

$60.00  $0 

$100 

Apartment 

300  CG06  PROTOTYPE 

Replace  lower  cabinets 

Unit, 
sq.  ft. 

$120.00 

$10.00 

$0 

$0 

j Ij 

— 

Misc.  cabinet/carpentry  repair 

i 

$150.00 

$150 

1 j 

“Cabinet/carpentry  repair  (Total) 

$150] 

Repair  building  roofing 

i 

allowl  $250.00 

$250 

Repair  gutters  and  downspouts 

i 

allowl  $100.00 

$100 

No.  Units  per  Bldg. 

8 

Repair  carport  roofs 

0 

allow  $75.00 

$0 

Inspect/clear  gutters  & downspouts 

i 

allowl  $100.00 

$100 

Unit  Plan 

0505 

Repair  building  walls 

i 

allowl  $75.00 

$75 

Unit  Type 

2-story 

Carport  dryrot  repair 

0 

allowl  $200.00 

$0 

Entry  level 

middle 

Miscellaneous  exterior  repair 

i 

allow]  $900.00 

$900 

Roof/sht  metal/exterior  repair  (Total) 

$1,425 

No.  Bedrooms 

Replace  entry  door  and  frame 

\ 0.05 

ea 

$750.00 

$38 

No.  Full  Baths 

2 

Replace  entry  door  hardware 

1 

ea. 

$250.00 

$250 

No.  1/2  Baths 

0 

Replace  interior  doors 

0.4 

ea. 

$150.00 

$60 

Total  No.  Rooms 

8 

Replace  interior  door  hardware 

0.5 

ea. 

$65.00 

$33 

No.  exterior  doors 

2 

Re-glaze  window  lites 

ea. 

$125.00 

$0 

No.  windows 

1 1 

Install  wdw  and  sliding  gl  dr  locks 

12 

ea. 

$10.00 

$120 

Lubhcate  and  clean  window  sash 

11 

ea. 

$12.00 

$132 

Total  net  sq.  feet 

Repair  sliding  glass  doors 

0.2 

ea. 

$75.00 

$15 

Bedrm  area  sq.  feet 

550 

Door  and  Window  Repair  (Total) 

$647 

LR/DR  s'q.  feet 

400 

Repair/replace  wood  floonng/stairs 

4 

sq.  ft. 

$9.50 

$38 

Kitchen/util  sq.  feet 

140 

Repair/replace  vinyl  flooring 

14 

sq.  ft. 

$4.00 

$56 

\ Repair/replace  carpet 

855.0 

sq.ft. 

$2.00 

$1,710 

Handicap  Access. 

No 

Repair  ceramic  tile  flooring 

2; 

sq.  ft. 

$9.00 

$18 

j Repair/replace  drywall 

10  \ 

sq.  ft. 

$5.00 

$50 

Repair/replace  cer.  tile  tub  surr. 

8 

sq.  ft. 

$7.00 

$56 

! Repaint 

4 

room 

$225.00 

$900 

Patch  Paint 

room  j 

$75.00 

$0 

New  horizontal  louver  blinds 

11 

vw'ndotv 

$25.00 

$275 

New  vertical  blinds  at  sliding  doors 

1 

door 

$50.00 

$50 

Replace  toilet  accessories 

2 

ea. 

$25.00 

$50 

Miscellaneous  interior  repair 

1 

allow \ 

$500.00) 

$500 

Interior  finishes  upgrade  (Total) 

$3,703 

Interior  cleanup 

1 

allow  $200.00 

$200“ 

Paint  carports 



unit]  $200.00 

$0 

Pamt  building  walls  and  tnm 

i] 

unit  $1,750.00  j 

$1,750 

Clean  building  exienonT 

i\ 

uniil  $150.00\ 

$150 

Clean  grounds  and  paving 

1 1 

unit  $1 25.00  \ 

$125 

Exterior  painting  and  cleaning  (Total) 

$2,025 , 

New  refngerator/dishwasher/range 

0.25 

ea. 

$500.00| 

$125 

New  range  hood/fan 

0.2 

eaj 

$175.00 

$35 

New  garbage  disposer 

0.2 1 

ea. 

$1 50.00  \ 

$30 

New  fire  extinguishers 

1 1 

ea7| 

$30.00 1 

$30 

Appliance  repairs 

1 

allow  \ 

$25.00  ■ 

$25 

Kitchen  appliances  (Total) 

$245 

Service/clean  furnaces 

1\  allowl  $ 100.00 

$100 

Replace/repair  furnace 

0.151  ea.  | $800.00 

$ 120 i 

1 

HVAC  testing/maintenance  (Total) 

$220 



Repair/replace  kitchen  sink/faucet 

0.05 

ea. 

$600.00 

$30 

Repair/replace  bath  lavatory/faucet 

~025 1 

ea7| 

$400,001 

$100 

Replace/repair  tub 

ea7| 

$900.00 

$01 

Replace/repair  WC 

0 25 

eaTj 

$225.00 

$56 

Replace/repair  Water  Heater 

Oil 

ea. 

$650.00 

$65 

Miscellaneous  plumbing  repair 

6 

kitch/bathi 

$25.00, 

$150 

Plumbing  testing/maintenance  (Total)  ~1 

$401 

Replace  light  fixtures 

2 ea. 

$75.00 1 

$1501 

Repair  switches  and  outlets 

8|  room 

$25.00  ( 

$200 1 

Electrical  testing/maintenance  (Total)  r 

$350 

5.  Maintenance  & Finishes 

TOTAL 

$9,495 

6 General 

Permits  I 

unit 

$150  00 

rreparea  oy 

The  John  Stewart  Coi 

January  12,  1999 

t ipany 

Requirements 

Temporary  facilities 

f 

unit 

Maintenance  start-up 

unit 

$57.00  : 

$57 

6.  General  Requirements 

TOTAL  $257 

CONS  1 RUCTION  SUBTOTAL 

$10,862 

Contingency  (12%) 

$1,303 

CONS  1 RUCTION  TOTAL 

$12,166 

TREASURE  ISLAND  & YERBA  BUENA  ISLAND 


MARKETING  PLAN 
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MARKETING  PLAN 


TREASURE  ISLAND  AND  YERBA  BUENA  ISLAND 


OVERVIEW 
Housing  Universe 

The  1,000-unit  housing  universe  on  Treasure  island  and  Yerba  Buena  Island  is  to  be 
divided  among  three  constituencies: 

1 . JSCo.  for  766  units  comprised  of  41  on  Yerba  Buena  Island  and  725  on  Treasure 
Island; 

2.  Treasure  Island  Homeless  Development  Initiative  (TIHDI)  with  222  units 
comprised  of  55  units  on  Yerba  Buena  Island  and  167  units  on  Treasure  Island 
and; 

3.  Delancey  Street  with  12  units  on  Treasure  island. 

An  inventory  of  the  full  1 ,000  units  can  be  found  in  Appendix  A.  The  766  units  of  JSCo. 
Housing  portfolio  is  comprised  of  133  2br  units,  382  3br  units,  and  251  4br  units.  A 
breakdown  of  units  across  the  three  unit  types  is  presented  below  - followed  by  a color- 
coded  distribution  map  of  unit  locations  for  JSCo.,  TSHDi  and  Delancey  Street,  across 
the  two  islands. 


HOUSING  UNIVERSE 
Without  TSHDI  & DeSancey  Street 


50% 


2-Br  Units 

133 

3-Br  Units 

382 

4-Br  Units 

251 

766 
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Treasure  Island  Residential  Rehabilitation 

San  Francisco,  California 


Z9  INV-ld 

Job  No:  Treasure 

Date:  Rev.  Oct.  21,  1998 
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H THE  JOHN  STEWART  COMPANY 
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Except  for  the  40  units  in  the  Yerba  Buena  300  series  (Circa  1966),  the  JSCo.  housing 
inventory  is  concentrated  among  4 distinct  and  contiguous  Treasure  Island  Housing 
clusters:  1)  1100  Series  (circa  1966);  2)  1200  Series  (circa  1969);  3)  1300  Series 
(circa  1974);  and  4)  1400  Series  (circa  1989).  Unit  amenities  typical  among  the  JSCo. 
inventory  include:  gas  forced-air  or  hydronic/radiant  heating  sytems;  double-pane  vinyl 
clad  windows;  exterior  vinyl  siding;  dishwashers  and  disposals;  washer/dryer  hookups; 
and  ample  closet  space.  Private  parking  is  provided  - in  some  cases  under  carports, 
and  in  the  1400  Series,  in  private  garages.  Gas  and  electric  utilities  will  be  included  in 
the  rent  as  the  buildings  are  all  master  metered.  Due  to  federal  rubbish  removal 
contracts,  garbage  pick-up  will  also  be  included  in  the  monthly  rent. 

Prior  to  lease-up,  certain  rehab  work  will  be  carried  out.  In  general,  the  nature  of  this 
work  is  principally  unit  ready  maintenance  and  upgrades,  primarily  related  to  interior 
refurbishing  (carpets,  drapes,  paint,  cabinets,  locks,  etc.)  and  exterior  landscaping. 
There  are  two  distinct  exceptions  to  the  scope  of  work: 

1.  5%  of  the  units  (i.e.,  38-76)  are  to  be  adapted  to  meet  current  handicap  access 
requirements  under  the  Americans  with  Disabilities  Act  (ADA);  and 

2.  96  units  of  the  1400  Series  will  undergo  seismic  upgrading  (sheer  walls  and  tie- 
downs in  garages)  while  the  1200  Series  units  will  undergo  minimal  seismic 
retrofit. 

Photos  of  the  various  building  types  follow,  i.e.,  1100  Series,  1200  Series,  1300  Series, 
and  1400  Series  on  Treasure  Island  and  the  300  Series  on  Yerba  Buena  Island. 
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’treasure  Island  - 1100  Series 


Treasure  Island  - 1200  Set les 


THE  PLAN 


Establishing  Rents 

Initial  rents  will  be  set  by  the  Treasure  Island  Development  Authority  (TIDA).  TIDA  will 
take  into  account  recommendations  for  establishing  rent  by  The  John  Stewart 
Company.  Rents  will  be  set  at  fair  market.  Initial  rents  will  be  set  at  an  average  of 
approximately  30%  of  100%  of  the  Area  Median  Income  as  established  by  the  US 
Department  of  Housing  and  Urban  Development  (HUD)  in  1999.  However,  based  on 
recommendations  from  The  John  Stewart  Company,  TIDA  will  establish  differential 
rents  as  a function  of  unit  type,  location  and  views.  Rent  levels  will  be  monitored 
throughout  the  marketing  and  leasing  program  to  reflect  consumer  response  and 
absorption.  Empirical  evidence  of  actual  marketing  demand  will  be  the  indicator  of 
actual  rents  to  be  set  by  TIDA 

A 10%  variation  on  TIDA  approved  rents  will  be  at  the  discretion  of  JSCo.  subject  to 
written  approval  from  the  Executive  Director  of  the  Treasure  Island  project. 


Preferred  Leasing 

A Preferred  Leasing  Program  will  be  established  to  provide  Preference  Group 
Applicants  first  right  of  refusal  on  available  units.  The  Preferred  Leasing  Program  does 
not  provide  for  rent  concessions  or  discounts.  Of  the  766  units  available  for  leasing  by 
JSCo.,  there  are  four  Preference  Group  categories: 

1 . Up  to  35%  (268)  of  the  units  are  subject  to  the  right  of  first  refusal  for  certain  City 
or  SF  Unified  School  District  employees  as  follows: 

• San  Francisco  Public  Safety  employees  who  work  on  the  island,  e.g., 
police,  Sheriff  Deputies,  fire  fighters; 

• SFUSD  teachers  who  work  on  the  Island; 

• City  employees  who  work  on  or  provide  essential  services  to  the  base. 


Then  to: 


• Certain  San  Francisco  Public  Safety  employees  such  as  police,  firefighters 
and  other  city  employees  who  may  be  needed  in  emergencies  not  living 
on  the  island. 

2.  Up  to  25%  (192)  of  the  units  are  subject  to  a right  of  first  refusal  by  “University 
Consortium  Members”,  an  alliance  of  San  Francisco-based  accredited  colleges 
and  universities.  The  Consortium  includes  students,  staff  and  faculty  of  UCSF, 
USF,  Golden  Gate  University  and  the  SF  Art  Institute.  The  consortium  has  also 
approved  participation  of  City  College  faculty  only  at  this  point. 
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The  remaining  40%  (306)  of  the  units,  and  all  other  units  not  taken  by  the  Preference 
Groups  will  be  initially  marketed  to: 

3.  Persons  who  live  or  work  in  San  Francisco; 

4.  Persons  who  live  or  work  in  the  Bay  Area. 

To  the  extent  that  demand  exceeds  supply,  a random  selection  process  (e.g.,  a lottery) 
will  likely  be  used. 

The  766  units  under  JSCo’s  purview  will  be  marketed  at  rents  initially  set  at  an  average 
equivalent  to  30%  of  100%  of  the  City  of  San  Francisco  current  area  median  income  as 
published  annually  by  HUD,  i.e.,  $1,542  for  2br  units,  $1,782  for  3br  units,  and  $1,990 
for  4br  units  (1998  figures).  There  will  be  no  rental  concessions  or  subsidies  for 
either  of  the  two  City  Preference  Groups.  Rents  are  expected  to  vary  as  a function 
of  locale  and  views.  A schedule  of  initial  rents  is  attached. 

This  plan  calls  for  parallel  marketing  to  all  groups  simultaneously;  the  University 
Consortium  and  City  Employee  Preference  Groups  will  be  given  a 30-day  right  of  first 
refusal.  After  this  period,  units  will  automatically  be  made  available  to  the  open  market 
along  with  the  leasing  of  the  300  ‘open-market  set-aside’  units  already  in  progress. 

Preference  groups  will  be  required  to  provide  The  John  Stewart  Company  with  a single 
point  of  contact  to  whom  the  availability  of  units  is  communicated  in  writing.  Each  group 
must  also  provide  the  verification  of  the  applicants  eligibility  within  a given  Preference 
Group.  In  our  leasing  at  the  Presidio,  the  University  Consortium  has  provided  a single 
point  of  contact  for  announcing  unit  availability,  and  a contact  person  at  each  campus 
who  verifies  eligibility  with  their  University.  We  envision  a similar  relationship  being 
developed  within  each  preference  category. 


Outreach  to  Preference  Groups 

The  John  Stewart  Company  will  begin  outreach  to  Preference  Groups  immediately 
following  execution  of  JSCo’s  sublease  with  TIDA.  Outreach  will  include,  but  is  not 
limited  to: 

♦ Direct  Mail  - to  all  Preference  Groups  and  their  employees  if  such  a directory  is 
available. 

♦ Fliers  - a flier  will  be  designed  for  distribution  in  key  locations  of  the  Preference 
Groups’  offices,  employee  lounges,  or  as  an  insert  in  newsletters. 

♦ Focus  Group  Meetings  - meetings  will  be  held  at  convenient  locations  to  discuss  the 
Preferred  Leasing  Program  with  organizations  and  their  employees. 

Print  advertising  will  inform  interested  persons  on  the  manner  in  which  they  may  receive 
an  application.  Applications  will  also  be  made  available  to  organizations  willing  to 
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distribute  them  on  site.  Print  notification  will  include  our  established  Web  Site  address 
so  that  applicants  can  download  an  application  from  the  Treasure  Island  Housing  Web 
Site.  We  will  capitalize  on  the  uniqueness  of  living  on  Treasure  Island,  the  large-sized 
units,  panoramic  views,  privacy,  urban  island  setting  with  extremely  low  density 
(approximately  4-5  units  per  acre),  recreation  and  neighborhood  settings. 

Discussions  of  amenities  will  explicitly  note: 

1.  Available  parking; 

2.  Inclusion  of  all  utilities  in  rent  (PG&E,  water,  sewer  and  trash  removal); 

3.  The  Island’s  inherent  security  reinforced  by: 

• Single  entry  Treasure  Island  gate  control 

• On-site  security  personnel 

Emphasis  will  be  placed  on  known  or  highly  probable  infrastructure  additions  to  the 
Islands,  including,  but  not  limited  to: 

* On-going  film  company  activity  in  two  seaplane  hangars/movie  sound  stages 
{Disney  & Nash  Bridges) 

> Expansion  of  the  yacht  harbor  from  1 06  to  approximately  400  boat  slips 

* Construction  and  operation  of  a cafe  next  to  the  harbor 

> Day  care  and  kindergarten  through  8th  grade  San  Francisco  U.S.D.  facilities 

> Hourly  bus  service  Mon.-Fri.,  with  possible  added  service  on  the  weekends 

Advertising  / Marketing 

In  February  to  March,  1999  we  will  conduct  a broad-based  open  market  campaign  to 
generate  a substantial  initial  applicant  pool.  Print  advertisement  will  include  Bay  Area 
newspapers,  For  Rent  Magazine,  All  Apartments  Web  Site,  and  continued  print 
advertising  to  Preference  Groups  via  fliers  and  tele-marketing. 

A marketing  theme  for  the  program  will  be  established  and  approved  by  TIDA.  A logo 
type  will  be  used  consistent  with  other  TIDA  logos  to  create  ongoing  identity  and  client 
recognition.  Weekly  “traffic”  and  lease-up  summary  reports  will  be  provided  to  TIDA. 
These  reports  will  include  marketing  recommendations  and  narrative  on  leasing 
activities. 


Order  of  Processing  and  Household  Qualification 

Applications  will  be  processed  on  a first  come,  first  served  basis,  in  the  order  received. 
Each  application  will  be  dated  and  time-stamped  as  they  are  randomly  opened/received 
on  a given  day.  All  adult  household  members  must  complete  and  sign  the  approved 
Rental  Application.  The  John  Stewart  Company  will  contact  applicants  and  conduct 
individual  personal  household  interviews.  All  household  members  must  be  present  at 
the  initial  interview. 

Household  screening  will  be  conducted  on  each  adult  member.  Screening  for  eligibility 
will  include: 

► Employment  income  to  determine  ability  to  pay  rent; 

* Credit  worthiness; 

► Criminal  background  checks; 

* Landlord  references;  and 

► Eligibility  within  Preference  Group  to  determine  priority  processing.  This  will 
include  a certification  of  primary  residency  and/or  employment. 

Eligible  Preference  Group  households  will  be  given  priority  in  leasing,  up  and  until  the 
maximum  set-aside  units  have  been  occupied  in  the  given  Preference  Group. 

Verification  of  preference  eligibility  will  be  performed  via  the  source  of  employment,  i.e. , 
the  SFPD,  SFFD,  SFUSD  and  other  city  agencies.  The  John  Stewart  Company  will  be 
provided  a single  point  of  contact  at  each  organization  to  whom  status  of  employment 
will  be  verified.  Employment  verification  will  be  provided  on  a standard  third-party  form, 
which  will  be  faxed  to  the  source  for  written  completion.  Pay  stubs  will  not  be 
considered  adequate  verification  of  eligibility  within  the  Preference  Group.  The 
applicant  must  meet  the  required  employment  status  as  defined  in  the  Resident 
Selection  Criteria. 

Upon  the  successful  screening  and  qualification,  households  will  be  offered  a unit 
appropriate  in  size  and  rent.  If  the  household  declines  the  available  unit  offered,  they 
will  be  placed  at  the  bottom  of  the  waiting  list  for  future  consideration.  Households  will 
be  given  thirty  days  to  execute  a lease  following  notification  of  qualification.  In  an  effort 
to  increase  immediate  occupancy,  an  applicant’s  readiness  to  move  will  be  a 
consideration  in  lease  execution  and  may  be  processed  in  advance  of  others. 

Applications  will  continue  to  be  received  and  prioritized  throughout  our  leasing  program. 
Waiting  lists  will  be  established  by  Preference  Group,  unit  size,  and  household  income 
to  readily  identify  appropriate  applicants  upon  unit  releases  and/or  vacancies. 
Preference  Groups  will  continue  to  receive  first  rights  of  refusal. 
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A grievance  procedure  will  be  established  to  permit  rejected  applicants  a second  case 
review  by  a designee  of  The  John  Stewart  Company  who  was  not  involved  in  the 
original  determination,  and  by  the  Executive  Director,  or  designee,  of  the  Treasure 
Island  Development  Authority. 

The  following  documents  will  be  developed  for  TIDA  approval  prior  to  the 
commencement  of  leasing: 


A 
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Resident  Selection  Criteria 
Lease  Agreement 
Residential  Application 
Brochure  / Print  Advertising 
House  Rules 

Security  Deposit  Agreement 
Parking  Agreement 
Pet  Agreement 


ww/treasur/mrktplanv2/dpf 

12/11/98 
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TREASURE  ISLAND 
YERBA  BUENA  ISLAND 


LEASE 


I.  PARTIES. 

THIS  AGREEMENT  is  made  on  the  day  of  , 

19; between  (hereinafter  called 

"Lessee"),  and  The  John  Stewart  Company  (hereinafter  called  "Lessor"). 

IT  IS  AGREED  BETWEEN  THE  PARTIES  HERETO  AS  FOLLOWS: 

II.  DESCRIPTION: 

The  Lessor  hereby  leases  to  the  Lessee  and  Lessee  hires  from  Lessor,  on  the 
terms  and  conditions  hereinafter  set  forth,  all  the  property  situated  in  the  County 
of  San  Francisco,  State  of  California,  described  as  follows,  to  wit:  Apartment  No. 

at  , San  Francisco,  California,  94130. 

(unit  address) 

III.  TERM: 

The  term  of  the  lease  shall  be  for  one  year,  beginning ___ 

19 _,  payable  @ $ per  month.  At  expiration  of  lease  term,  this 

lease  will  not  automatically  renew. 

All  of  said  rent  shall  be  paid  at  the  office  of  the  agent  of  the  Lessor,  or  at  such 
other  place  as  may  be  designated  by  the  Lessor.  All  rent  is  to  be  paid  on  the  first 
day  of  the  month,  in  advance  of  the  term  which  is  being  rented. 

IV.  RENTS,  LATE  CHARGES,  RETURNED  CHECKS: 

All  rents  are  due  and  payable  on  or  before  the  first  day  of  each  month.  All  rents 
shall  be  paid  by  check  or  money  order.  No  cash  is  to  be  accepted.  All  rents  not 
paid  by  the  seventh  (7th)  day  of  the  month  incur  a late  charge  of  $50.00 
Returned  checks  will  incur  a charge  of  $50.00  in  addition  to  the  late  charge.  If  the 
7th  of  the  month  falls  on  a weekend  or  holiday,  the  grace  period  will  extend  to 
include  the  next  regular  working  day.  If  a rental  check  is  returned  by  the  bank, 
payment  of  rent  by  money  order  or  cashier’s  check  is  required  from  residents  for  a 
one  year  period. 


V. 


ASSIGNMENT: 


The  Lessee  shall  pay  the  Lessor  said  rent  in  the  manner  hereinbefore  specified, 
and  shall  not  let  or  sublet  the  whole  or  any  part  of  said  premises,  nor  sell  or 
assign  this  lease,  either  voluntarily  or  by  operation  of  law,  nor  allow  said  property 
to  be  occupied  by  anyone  contrary  to  the  terms  hereof,  without  the  written 
consent  of  the  Lessor. 

VI.  DEFAULT: 

Should  said  rent  not  be  paid  when  due  or  should  the  Lessee  default  in  any  of  the 
covenants  or  conditions  contained  herein,  or  if  the  conduct  of  Lessee  or  occupants 
shall  be  objectionable  in  the  reasonable  opinion  of  the  Lessor,  the  Lessor  or  his 
representative  may  elect  to  terminate  this  lease. 

VII.  USE: 

The  Lessee  shall  occupy  said  demised  premises  and  shall  keep  the  same  in  good 
condition  including  such  improvements  as  may  be  made  thereon  hereafter,  the 
usual  wear  and  tear  excepted,  and  shall  not  make  any  alterations  thereon  without 
the  written  consent  of  the  Lessor  and  shall  not  commit  or  suffer  to  be  committed 
any  waste  upon  such  premises.  Lessee  agrees  to  pay  for  any  damage,  including 
appliances  and  fixtures,  caused  by  any  act  of  negligence  of  himself  or  any  member 
of  his  family  or  guest. 

The  premises  are  leased  to  the  Lessee  for  the  purpose  of  a residential  dwelling. 
Lessee  shall  not  use,  or  permit  said  premises,  or  any  part  thereof,  to  be  used  for 
any  purpose  or  purposes  other  than  the  purpose  for  which  the  said  premises  are 
hereby  leased. 

Maximum  occupancy  of  said  premises  is  limited  to  those  named  on  the  lease. 

All  governmental  laws  and  ordinances  shall  be  complied  with  by  the  Lessee. 

VIII.  TENANT/LANDLORD: 

The  Lessee  hereby  agrees  to  be  bound,  as  is  the  landlord,  by  the  amended 
sections  to  the  Civil  Code  Sections  1942.  These  amendments  being:  Civil  Code 
Sections  1941.1,  1941.2,  1942.1  and  1942.5,  which  state,  among  other  things, 
the  conditions  for  making  repairs  and  deducting  same  from  rents  owed. 

IX.  NUISANCE: 

The  Lessee  agrees  not  to  engage  in  any  activities  which  disrupt  the  livability  of  the 
project,  adversely  affect  the  health  or  safety  of  any  person  or  the  right  of  any 
tenant  to  the  quiet  enjoyment  of  the  leased  premises  and  related  project  facilities, 
or  interfere  with  the  management  of  the  project.  Vestibules,  hallways,  stairways, 
and  other  public  passages  shall  not  be  obstructed  by  the  Lessee  or  their  guests. 


Children  will  not  be  permitted  to  run  or  play  on  balconies  or  stairways.  Lessee 
agrees  to  place  garbage  and  refuse  inside  the  containers  provided  therefore. 

X.  MAINTENANCE: 

A.  The  Landlord  agrees  to: 

1.  Regularly  clean  all  common  areas  of  the  project; 

2.  Maintain  the  common  areas  and  facilities  in  a safe  condition; 

3.  Arrange  for  collection  and  removal  of  trash  and  garbage; 

4.  Maintain  all  equipment  and  appliances  in  safe  and  working  order; 

5.  Make  necessary  repairs  with  reasonable  promptness; 

6.  Maintain  exterior  lighting  in  good  working  order; 

7.  Provide  extermination  services  as  necessary; 

8.  Maintain  the  grounds. 

B.  The  Lessee  agrees  to: 

1.  Keep  the  unit  clean,  safe  and  sanitary; 

2.  Use  all  appliances,  fixtures  and  equipment  in  a safe  manner  and  only  for 
the  purposes  for  which  they  are  intended; 

3.  Not  litter  the  grounds  or  common  areas  of  the  project; 

4.  Not  destroy,  deface,  damage  or  remove  any  part  of  the  unit,  common 
areas  or  project  grounds; 

5.  Give  the  Landlord  prompt  notice  of  any  defects  in  the  plumbing,  fixtures, 
appliances,  heating  and  cooling  equipment,  the  smoke  detector,  or  any 
other  part  of  the  unit  or  related  facilities; 

6.  Remove  garbage  and  other  waste  from  the  unit  in  a clean  and  safe 
manner;  and 

7.  Not  engage  in  or  permit  unlawful  activities  in  the  unit,  in  the  common 
areas  or  on  the  project  grounds. 

XI.  NOTICES: 

The  Lessee  will  at  all  times  cooperate  with  any  reasonable  House  Rules  which 
Lessor  has,  or  may  from  time  to  time,  furnish  Lessee  or  post  conspicuously  on 
Lessor's  premises.  The  Lessee  by  affixing  his  signature  below  acknowledges  the 
receipt  of  a copy  of  the  House  Rules. 


XII.  HOLD  HARMLESS: 


Lessee  hereby  waives  all  claims  against  Lessor  for  damages  to  property  or  injuries 
to  persons,  including  Lessee,  in  or  about  said  premises;  and  Lessee  will  hold 
Lessor  harmless  from  any  damage  or  injury  to  persons  or  property  arising  from 
the  use  of  premises  by  Lessee. 

XIII.  LEGAL  FEES: 

Should  the  Lessor  be  compelled  to  commence  or  sustain  an  action  at  law  to  collect 
said  rent,  or  parts  thereof,  or  for  an  unlawful  detainer,  or  because  of  any  other 
breach  of  this  lease,  the  Lessee  shall  pay  to  Lessor  a reasonable  attorney's  fee 
which  shall  be  fixed  by  the  Court. 

XIV.  WAIVERS: 

The  waiver  by  the  Lessor  of  any  covenant  or  condition  herein  contained  shall  not 
vitiate  the  same  or  any  other  covenant  or  condition  contained  herein  and  the 
successors,  and  assigns  of  the  respective  parties  hereto. 

XV.  SURRENDER  CONDITION: 

At  the  expiration  of  said  term,  or  the  sooner  determination  thereof,  the  Lessee 
shall  peacefully  quit  and  surrender  possession  of  said  premises  in  as  good 
condition  as  reasonable  use  and  wear  thereof  will  permit. 

XVI.  DEPOSIT  FEES; 

Lessee  agrees  to  deposit  with  the  Lessor,  on  or  before  occupancy,  the  sum  of 

$ as  security  deposit.  This  sum  shall  be  held  by  the  Lessor  as  security 

for  the  faithful  performance  by  Lessee  of  the  terms,  covenants  and  conditions  of 
this  lease  by  Lessee  to  be  kept  and  performed  during  the  term  hereof.  In  the 
event  of  the  failure  of  Lessee  to  keep  and  perform  all  of  the  terms,  covenants,  and 
conditions  of  this  lease,  then,  at  the  option  of  the  Lessor,  said  Lessor  may 
appropriate  and  apply  said  deposit,  or  so  much  thereof  as  may  be  necessary,  to 
compensate  Lessor  for  loss  or  damage  sustained  or  suffered  by  Lessor  due  to  such 
breach  on  the  part  of  Lessee.  Should  Lessee  comply  with  all  of  said  terms, 
covenants,  and  conditions  and  promptly  pay  all  of  the  rental  herein  provided  for  as 
it  falls  due,  and  all  other  sums  payable  by  Lessee  to  Lessor,  the  said  security 
deposit  shall  be  returned  to  Lessee  at  the  end  of  the  occupancy  in  accordance  with 
California  State  law.  A unit  is  considered  vacated  after  all  personal  belongings 
have  been  removed  and  unit  keys  returned.  DEPOSIT  MAY  NOT  BE  USED  AS  LAST 
MONTH'S  RENT. 

XVII.  LEGAL  NOTICE: 

All  notices  to  be  given  to  Lessee  must  be  given  in  writing  personally  or  by 
depositing  same  in  the  United  States  mail,  postage  prepaid,  and  addressed  to 


Lessee  at  the  said  premises,  whether  or  not  Lessee  has  departed  from,  vacated, 
or  abandoned  said  premises. 

XVIII.  INSPECTION: 

The  Lessor,  its  agent  and/or  employees  may  enter  said  premises  at  reasonable 
times  to  inspect,  clean,  repair,  or  show  the  premises  to  prospective  tenants, 
purchasers  or  lending  institutions.  The  Lessee  agrees  to  allow  access  and 
occupancy  to  workmen  for  redecorating,  repairing  or  remodeling  of  the  premises 
for  such  time  as  is  necessary.  Additional  door  locks  may  not  be  installed  or 
altered  without  written  permission  from  Lessor.  Lessor  will  provide  24  hours 
notice  of  intent  to  enter  unit  except  in  emergency,  when  Lessor  may  enter 
immediately.  Lessor  is  to  leave  notice  to  Lessee  that  Lessor  entered  the  unit. 

Landlord's  agent  shall  make  an  annual  inspection  of  all  project  facilities  and  units. 
Agent  shall  designate  a day  or  days  when  such  inspection  shall  be  made  and  so 
notify  the  resident  at  least  five  days  prior  thereto. 

XIX.  NOTICE  TO  VACATE: 

A thirty  (30)  day  written  notice  of  the  Lessee's  intention  to  vacate  the  premises 
must  be  given  to  the  Lessor.  Any  deposits  that  the  Lessee  may  have  on  deposit 
with  the  Lessor  are  not  to  be  considered  the  Last  Month's  rent.  Refunds  of 
security  deposits  will  be  made  by  Lessor  after  the  premises  are  vacated. 

XX.  UTILITIES: 

Lessor  will  provide  for  utilities  including  water,  sewer,  electricity,  gas,  and  garbage 
removal. 

XXI.  HAZARDOUS  MATERIALS: 

Lessor  will  not  allow  the  storage  of  any  hazardous  materials  on  or  around  the 
premises  and  will  not  cause  hazardous  materials  to  be  released  anywhere  on  the 
property. 

XXII.  AUTHORIZED  OCCUPANTS 


Name 


Name 


Name 


Name 


Name 


Name 


Name 


Name 


XXIII,  MODIFICATION: 


This  instrument  contains  all  of  the  agreements  and  conditions  made  between  the 
parties  to  this  lease  and  may  not  be  modified  orally  or  in  any  other  manner  than  by 
agreement  in  writing  signed  by  all  the  parties  to  this  lease  of  their  respective  successors 
in  interest. 


IN  WITNESS  WHEREOF,  the  Lessor  and  the  Lessee  have  executed  this  lease  as  of  the 
date  and  year  first  above  written. 


TREASURE  ISLAND  / YERBA  BUENA  ISLAND: 


By:  

Administrator  (Date) 


LESSEE  (all  persons  18  years  of  age  and  older  must  sign): 


By:  

(Date) 


By:  

(Date) 


By:  

(Date) 


By:  

(Date) 


By:  

(Date) 

By:  

(Date) 


ww/treasur/lease/dpf  12/14/98 


NOTE 


CITY  ATTORNEY  TO  PROVIDE  ADDITIONAL 
PROVISIONS  REGARDING  WAIVERS  OF 
RELOCATION  ASSISTANCE  AND  RENT 
CONTROL,  AND  SPECIFIC  LANGUAGE 
NOTIFYING  TENANTS  THAT  ALL 
RESIDENTIAL  LEASES  WILL  TERMINATE 
UPON  EXPIRATION  OF  THE  SUBLEASE. 
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THE  JOHN  STEWART  COMPANY  INITIAL  RENTS  - 1400  SERIES 

Treasure  Island  Housing 
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TREASURE  ISLAND 
YERBA  BUENA  ISLAND 


MANAGEMENT  PLAN 


THE  ROLE  AND  RESPONSIBILITY  OF  THE  TREASURE  ISLAND 

DEVELOPMENT  AUTHORITY  (TIDA),  AND  ITS  RELATION  AND 

DELEGATIONS  OF  AUTHORITY  TO  THE  MANAGING  AGENT 

A.  It  is  the  responsibility  of  the  TIDA  to  establish  the  general  policies 
under  which  the  project  will  operate  as  prescribed  in  the  Sublease, 
Development,  Marketing,  and  Property  Management  Agreement 
(Sublease  Agreement).  The  Treasure  Island  Development  Authority 
(TIDA)  shall  establish  broad  policy  guidelines  and  thereafter  delegate 
to  The  John  Stewart  Company  the  authority  and  responsibility  for 
carrying  out  these  policies  on  a day-to-day  basis. 

B.  Budgets  will  be  prepared  annually  and  submitted  to  the  TIDA  for 
review  as  set  out  in  the  Sublease  Agreement.  Providing  the  TIDA 
agrees  with  the  budget,  and  any  proposed  rental  increase,  the  agent 
will  proceed  with  the  notice  of  rent  increases  to  tenants. 

C.  The  management  related  matters  in  which  The  John  Stewart  Company 
may  make  decisions  without  consulting  the  TIDA  include,  but  are  not 
limited  to: 

1.  All  hiring  of  on-site  personnel  and  determination  of 
compensation  as  outlined  in  the  budget. 

2.  Pursuant  to  the  Sublease  Agreement,  The  John  Stewart 
Company  shall  use  good  faith  efforts  to  meet  workforce  hiring 
goals  for  qualified  homeless  or  otherwise  economically 
disadvantaged  persons  (25%  of  the  total  management  and 
operations  staff),  and  San  Francisco  residents  (50%  of  the  total 
management  and  operations  staff).  The  John  Stewart  Company 
also  agrees  to  collaborate  with  the  Treasure  Island  Homeless 
Development  Initiative  (TIHDI)  in  achieving  workforce  goals, 
including: 


Developing  a Hiring  Plan 

Listing  available  jobs  with  the  TIHDI  Job  Broker 
Considering  for  appropriate  job  openings  all 
qualified  candidates  referred  by  the  TIHDI  Job 
Broker 

Establishing  mutually  acceptable  means  of 
communication  to  achieve  the  Hiring  Goals 


3.  Such  activities  as  may  be  necessary  to  comply  promptly  with 
specific  governmental  requirements  affecting  the  project.  TIDA 
approval  is  required  where  any  potential  legal  or  financial 
liability  could  be  involved. 

4.  Compliance  with  all  pertinent  requirements  of  the  Sublease 
Agreement. 

5.  Resident  selection. 

D.  The  Executive  Director  of  TIDA  or  his/her  designee  will  be  the  key 
contact  person  for  the  managing  agent.  Any  instructions  from  the 
TIDA  will  generally  come  from  her/him  and  will  be  passed  to  The  John 
Stewart  Company's  assigned  staff. 

E.  The  John  Stewart  Company,  as  the  managing  agent,  will  be  paid  a 
management  fee,  as  outlined  in  the  Sublease  Agreement.  The  agent 
will  cover,  from  the  fee,  expenses  incurred  in  performance  of  its 
duties,  such  as  off-site  office,  management  supervision,  support  staff 
and  home  office  overhead,  etc.  The  project  will  pay  for,  out  of  the 
operating  account,  expenses  incurred  by  the  project  such  as  on-site 
office  overhead,  administrative  and  maintenance  costs,  site  employee 
compensation,  insurance,  etc. 


II.  PERSONNEL  POLICIES  AND  STAFFING  ARRANGEMENTS 

A.  In  the  performance  of  its  obligations  under  this  Plan,  the  Agent  will 
comply  with  the  provisions  of  any  federal,  state  or  local  law  prohibiting 
discrimination  in  housing  on  the  basis  of  race,  color,  creed,  ancestry, 
national  origin,  sex,  sexual  orientation^  age,  disability,  AIDS  or  AIDS 
related  condition. 

B.  The  John  Stewart  Company  will  follow  an  employment  policy  at  the 
project  which  will  afford  maximum  opportunities  for  employment  at 
the  project  in  accordance  with  the  Hiring  Plan.  While  personnel  will  be 
employed  on  the  basis  of  ability,  the  agent  will  make  an  effort  to 
provide  training  for  project  employees  advancement. 

C.  Project  staffing  needs  are  to  be  determined  by  the  approved  Operating 
Budget.  Increases  in  staffing  must  be  approved  in  advance  by  the 
Executive  Director  of  TIDA. 

D.  Specific  personnel  policies  are: 

1.  Training  and  promotion  opportunities: 
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The  project  administrator  becomes  knowledgeable  through 
initial  training  and  on-going  supervision.  Each  administrator  is 
given  a copy  of  The  John  Stewart  Company  Operating 
Procedures  Manual  which  includes  detailed  policy  requirements 
and  procedures.  The  property  supervisor  assigned  to  the 
project  reviews  the  manual  with  the  administrator  and  gives 
necessary  training.  The  John  Stewart  Company  holds  periodic 
training  sessions  both  of  a general  nature  for  all  employees  and 
specific  on-site  sessions.  Employees  will  be  required  to 
participate  in  appropriate  third-party  training  as  well. 

It  is  company  policy  to  promote  from  within  where  possible.  All 
employees  are  reviewed  for  possible  promotion  when  positions 
become  available. 

2.  Fringe  benefits  (full  time  employees  only). 

Fringe  benefits,  other  than  statutorily  required,  includes  two 
weeks  per  year  vacation  (three  weeks  after  three  years), 
holidays,  sick  leave,  and  major  medical,  dental,  hospitalization 
and  life  insurance  coverage. 

3.  Employee  grievance  procedures: 

The  property  supervisor  assigned  to  the  project  regularly  visits 
the  site  at  which  time  problems  can  be  discussed.  If  this  is  not 
satisfactory  the  employee  should  follow  grievance  procedures 
outlined  in  The  John  Stewart  Company  manual. 

4.  Employee  termination  procedures: 

Demotion,  layoff,  or  termination  shall  be  determined  on  a 
nondiscriminatory  basis.  When  the  employee's  performance  is 
substandard,  the  employee  shall  be  so  notified.  Every  effort  will 
be  made  to  work  closely  with  the  employee  to  provide  additional 
training  if  this  is  deemed  to  be  the  problem.  If  the  performance 
continues  to  be  substandard,  the  employee  will  be  put  on 
probation,  but  further  substandard  work  will  result  in 
termination. 

E.  Within  The  John  Stewart  Company,  the  Site  Administrator  is 
responsible  for  the  day-to-day  operation  of  the  project.  Fie  or  she  is 
directly  accountable  to  the  project  supervisor.  In  turn,  the  project 
supervisor  is  responsible  and  accountable  to  the  Executive  Director  of 
TIDA.  The  project  supervisor  will  attend  a monthly  project  review 
meeting  with  the  Executive  Director  or  his  or  her  designee. 
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III.  PROCEDURES  FOR  DETERMINING  TENANT  ELIGIBILITY  AND  FOR 
CERTIFYING  AND  RECERTIFYING  INCOMES 

A.  The  project  administrator  wil!  be  responsible  for  determining  if  a 
resident  is  eligible  and  certifying  of  that  eligibility.  All  rejected 
applicants  will  receive,  in  writing,  the  reason  for  rejection  and  will  have 
the  opportunity  to  appeal.  The  administrator  will  also  maintain  a 
tickler  file  for  lease  renewals  and  will  be  responsible  for  that  function. 


B.  The  project  administrator  will  be  trained  and  will  adhere  to  the 
occupancy  requirements  as  set  forth  by  the  Sublease  Agreement.  No 
more  than  two  persons  will  occupy  a bedroom. 

C.  Applications  and  other  records  pertinent  to  resident  eligibility  will  be 
kept  on  file. 


IV.  PLAN  FOR  CARRYING  OUT  AN  EFFECTIVE  MAINTENANCE  AND  REPAIR 
PROGRAM 

When  the  units  are  released  by  the  Developer  for  occupancy,  an  inventory 
will  be  taken  of  all  project  equipment.  A record  of  this  equipment,  including 
serial  numbers,  will  be  kept  in  the  project  office.  In  addition,  as  supplies  and 
additional  building  equipment  is  purchased,  inventory  will  be  continuously 
maintained.  A preventive  maintenance  program  will  be  established  to  assure 
proper  servicing  and  maintenance  of  the  buildings  and  equipment. 

A.  Prior  to  occupancy,  a pre-occupancy  conference  is  held  between  the 
project  administrator  and  the  incoming  resident(s).  During  this 
conference,  a review  of  the  use  and  care  of  appliances,  carpeting, 
floors,  etc.  will  be  conducted.  A move-in  inspection  is  then  completed 
on  the  unit  by  both  the  administrator  and  the  new  resident(s).  The 
condition  of  the  unit  is  so  noted.  Annually,  an  inspection  will  be 
performed  on  each  unit.  This  inspection  will  include  any  maintenance 
problems  plus  general  housekeeping  conditions  and  lease  compliance. 
When  the  resident  vacates,  a move-out  inspection  will  be  completed  to 
compare  to  the  move-in  inspection.  The  resident  will  be  charged  for 
required  repairs  which  do  not  fall  under  "normal  wear  and  tear." 

B.  Residents  will  be  required  to  report  to  the  rental  office  any  items 
requiring  repair.  Upon  notification  a work  order  will  be  written  and 
given  to  the  maintenance  department.  Work  orders  should  be 
completed  within  twenty-four  hours.  The  administrator  will  be  notified 
if  this  is  not  done.  Upon  completion  of  the  work  order  the 
maintenance  department  will  sign  off  and  the  copies  will  be  filed  by  the 
month  and  by  the  unit. 
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Work  orders  are  written  for  all  maintenance  items  including  vacant 
units.  A checklist  will  be  used  by  the  maintenance  department  to 
insure  that  the  unit  will  be  properly  painted  and  cleaned  prior  to  a new 
resident  moving  in.  The  project  administrator  or  his/her  designee  will 
check  each  unit  as  the  work  is  completed  by  the  maintenance 
department. 

As  the  occupancy  date  is  made  available  and  prior  to  the  units  being 
turned  over  by  the  Developer,  a walk-through  of  each  available  unit 
will  be  made  by  both  a representative  of  the  Developer  and  the  on-site 
staff.  A punch  list  will  be  completed  of  items  of  correction  for  the 
Developer. 

C.  A tickler  system  will  be  maintained  to  determine  how  long  each 
resident  has  lived  in  the  project.  Redecorating  will  be  scheduled  after 
three  to  five  years  of  continuous  occupancy.  The  unit  will  then  be 
repaired,  repainted,  carpets,  drapes  and  appliances  cleaned  or 
replaced  as  needed. 

D.  Garbage  and  trash  removal  will  be  handled  through  a local  contractor. 
The  quantity,  size  of  containers,  and  frequency  of  pickup  will  be 
determined  by  the  number  of  residents  and  location  within  the  project. 

E.  As  much  as  possible  all  major  repairs  including  capital  improvements 
will  be  budgeted.  Under  the  direction  of  The  John  Stewart  Company's 
maintenance  specialist,  on-site  staff  will  be  trained  to  handle  most 
repairs.  If  an  outside  contractor  is  required,  specifications  will  be 
written  by  the  maintenance  specialist  and  contracts  let  through  him. 

F.  It  is  The  John  Stewart  Company's  intention  that  the  grounds  will  be 
maintained  by  Rubicon  Programs,  a TIHDI  Member,  provided  that 
Rubicon's  services  are  of  high  quality  and  at  a fair  market  rate. 

G.  Common  areas  will  be  cleaned  by  the  maintenance  and  janitorial  staff 
on  a schedule  as  determined  by  necessity. 

H.  During  the  pre-occupancy  conference  residents  will  be  counseled  to 
report  maintenance  problems  as  they  occur  to  the  office.  They  are 
also  informed  as  to  the  procedures  for  after-hours  emergencies. 


V.  RENT  COLLECTION  POLICIES  AND  PROCEDURES 

A.  Rental  payments  will  be  made  to  the  office  on-site  and  a receipt  given 
during  normal  business  hours. 

B.  Partial  payments  will  be  accepted  only  in  the  case  of  hardship  where 
prior  arrangements  have  been  made  with  the  administrator. 
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C.  A $50.00  late  charge  will  be  assessed  for  those  residents  not  paying 
rent  by  the  7th  of  the  month. 

D.  Any  resident  not  paying  by  the  7th  of  the  month  will  be  contacted. 
Unless  prior  arrangements  have  been  made,  a three-day  notice  will  be 
issued.  Before  evicting  a resident  for  reasons  other  than  non- 
payment, the  administrator  will  meet  with  the  resident  to  discuss  the 
problem.  The  resident  will  be  given  an  opportunity  to  correct  the 
problem. 


VI.  PROGRAM  FOR  MAINTAINING  ADEQUATE  ACCOUNTING  RECORDS 

A.  All  accounting  and  purchasing  procedures  will  be  consistent  with  the 
Department  of  Housing  and  Urban  Development  guidelines,  the  TIDA's 
requirements,  and  standard  accounting  practices. 

B.  Reporting  and  record  maintenance  requirements,  (including,  but  not 
limited  to,  late  fees,  damages,  security  deposits,  etc.)  will  be  handled 
at  The  John  Stewart  Company  office.  All  reports  are  submitted  to  The 
John  Stewart  Company  by  the  25th  of  each  month  for  reconciliation 
and  submission  to  the  TIDA,  and  those  parties  designated  by  the 
owner. 

C.  Resident  records  are  maintained  on-site  in  each  resident  file.  When  a 
resident  vacates,  the  closed  files  are  kept  for  three  years. 

D.  Checks  will  be  written  at  The  John  Stewart  Company  office  with  a 
signature  required  by  an  officer  of  The  John  Stewart  Company  as  well 
as  the  Supervisor.  The  project  administrator  maintains  a weekly 
"quick-look"  report  and  submits  it  to  the  main  office  for  review.  This 
report  includes  deposits  to  date,  disbursements  to  date,  unpaid  bills, 
bank  balance,  amount  of  rents  to  be  collected  during  the  balance  of 
the  month,  disbursements  expected  during  the  balance  of  the  month, 
and  vacancies.  Cash  flow  can  therefore  be  closely  monitored. 

In  addition,  a monthly  cash  receipts  and  disbursements  comparison 
(budget  comparison)  will  be  made  and  included  as  part  of  the  monthly 
accounting  report  distributed  to  the  TIDA,  and  those  parties 
designated  by  the  owner. 

E.  The  necessary  parties  will  receive  a copy  of  the  monthly  accounting 
report  by  the  fifteenth  of  the  following  month  on  an  ongoing  basis. 


VII.  PLANS  FOR  RESIDENT  - MANAGEMENT  RELATIONS 
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A.  Resident  grievances  will  be  handled  by  the  Site  Administrator,  in 
accordance  with  The  John  Stewart  Company's  specific  grievance 
procedure  for  the  Project. 

B.  Residents  will  be  oriented  to  the  project  through  a pre-occupancy 
conference  as  described  previously.  It  is  required  that  all  family 
members  be  present  for  this  conference  with  the  project  administrator. 
Items  reviewed  during  this  pre-occupancy  conference  will  be  the  lease, 
house  rules  and  regulations,  maintenance  procedure,  supervision  of 
children,  recreational  programs,  and  other  relevant  policies. 

C.  When  a notice  is  given  that  a current  resident  will  be  vacating,  leasing 
procedures  will  begin.  A review  will  be  made  of  applications  from  the 
waiting  list.  The  first  person  on  the  list  will  be  contacted  and  told 
when  the  unit  is  available.  If  the  first  applicant  declines  the  unit,  it  will 
be  offered  to  the  next  eligible  person. 

Selection  will  be  based  on  the  rental  application,  criminal  and  credit 
check,  landlord  references,  etc.  No  project  administrator  is  allowed  to 
discriminate  or  give  preferential  treatment  to  any  applicant  or 
resident. 

D.  The  John  Stewart  Company  is  willing  to  work  with  a residents' 
organization  and  promotes  such  a relationship.  The  agent  has  worked 
successfully  with  many  such  organizations  concerning  security, 
maintenance  problems,  rent  increases,  etc. 

E.  In  keeping  with  the  above,  The  John  Stewart  Company  enlists  the 
support  and  participation  by  the  residents  in  a residents'  organization. 


ww/treaur/mgtplan/dpf 
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BSMI 


UTILITY  FEES 


EXHIBIT  L 

1.  Srrme  nf  Service.  The  Authority  shall  provide,  or  cause  to  be  provided,  the 
following  utility  services  to  the  Premises: 

a.  Electricity.  Electric  services  will  be  delivered  to  all  Buildings  at  the  current 
delivery  points.  Distribution  systems  will  be  maintained  and  operated  to  the 
weather-head  for  overhead  service  and  to  five-feet  from  the  exterior  of  any 
Building  for  underground  service.  Prior  to  commencing ; electric  service 
Subtenant  shall  submit  a service  request  to  the  Authority  with  verification  that 
such  Building  systems  are  safe  for  electric  service.  Issuance  of  a temporary 
certificate  of  occupancy  by  the  City’s  Department  of  Budding  Inspection  shall 
satisfy  such  verification  requirement.  Any  changes  or  improvements  to  the 
electric  service  to  the  Premises  will  satisfy  the  requirements  of  the  PG&b 

“Green  Book”.  _ , _ . ..  , _ 

b Water.  Water  service  shall  be  provided  to  the  meter  of  the  five-foot  line  from 
the  exterior  of  any  Building.  Reasonable  water  quality  services  and  periodic 
sampling  shall  be  available  upon  request. 

c Sp.wer  and  Storm  System,  All  sanitary  waste  mains,  lifts  and  service  laterals 
shall  be  maintained  to  the  first  clean-out,  or  if  there  is  no  clean-out,  to  the  ve 
foot  line  form  the  exterior  of  any  Building,  and  all  drop  inlets,  catch  basins, 
lines  and  lift  stations  related  to  the  Base’s  storm  system  shall  be  maintained 

by  the  Authority.  , _ ....  • 

d.  Gas.  Natural  gas  shall  be  delivered  to  a seivice  point  m each  Building.  Prior 
to  commencing  gas  service,  Subtenant  shall  submit  a request  to  the  Authority 
with  certification  that  such  Building  systems  axe  safe  for  gas  service  ksuance 
of  a temporary  certificate  of  occupancy  by  the  City’s  Department  of  Building 
Inspection  shall  satisfy  such  verification  requirement. 

2 Maintenance  and  Repair.  Except  as  provided  below,  the  Authority  shall 
maintain  and  repair,  or  cause  to  be  maintained  or  repaired,  all  such  utility 
systems  in  good  operating  condition. 

a.  Subtenant  shall  maintain  and  repair  in  good  operating  condition  the 
following  components  of  such  utility  systems:  (i)  electrical,  from  mounted 

weatherhead  or  stub  out  into  and  mcludmg  each  Building,  the  nu  m disconnect 
panel,  meter  service  components,  if  any,  and  all  parking  lights  for  individual 
Buildings,  (ii)  water,  from  a point  five  feet  out  into  and  mcludmg  each  Building, 
(iii)  sewer  and  storm  systems,  from  first  clean-out  or,  if  there  is  no  clean-out,  from 
a point  five  feet  out  into  and  including  each  Building,  and  all  swales  and  ditches 


within  the  Premises, 'and  (iv)  gas,  from  building  valve  (equivalent  meter  location) 
into  and  including  each  Building,  and  pilot  lights 

3.  Access:  Cooperation.  Subtenant  shall  provide  the  Authority  and  any  utility 
service  providers  used  by  the  Authority  for  the  purposes  stated  herein 
reasonable  access  in  and  across  the  Premises  to  maintain,  repair  and  operate 
any  such  utility  services  or  systems.  Subtenant  and  the  Authority  shall 
coordinate  all  work  related  to  the  provision  of  utility  services  hereunder  and 
the  Authority  shall  use  commercially  reasonable  efforts  to  minimize  the 
impacts  of  such  utility  maintenance,  repair  and/or  operation  on  Residential 
Tenants. 

4.  Rates.  For  the  first  Lease  Year,  Subtenant  shall  pay  a flat  rate  of  SI 80  per 
Rentable  Unit  per  month  (the  “Base  Utility  Fee,r)  for  the  utility  services 
described  herein.  The  Base  Utility  Fee  shall  be  increased  by  4%  each 
succeeding  Lease  Year.  In  addition  to  the  Base  Utility  Fee,  Subtenant  shall 

pay  S per  month  until  the  Work  is  substantially  complete  for  the  costs 

of  utility  services  related  to  the  construction  and  completion  of  the  Work,  and 

S per  month  for  the  entire  Term  for  irrigation  of  certain  common 

areas  of  the  Premises. 

5.  Energy  Conservation  Upgrades.  As  material  consideration  for  the  Base  Utility 
Fee,  Subtenant  shall  install  and  maintain  water  and  energy  conservation 
equipment  and  construction  in  all  Rentable  Units  in  compliance  with  the 
residential  energy  conservation  requirements  of  the  San  Francisco  Public 
Utilities  Commission  and  San  Francisco  Water  Department,  including 
installing  and  maintaining  (i)  water  heater  insulation,  (ii)  weather-stripping  at 
doors  and  unheated  areas,  (iii)  low  flow  shower  heads,  faucet  aerators  (where 
possible  based  upon  existing  faucet  design),  and  (iv)  low  flow  toilets  or  flush 
reducers  on  existing  toilets.  In  addition,  all  exterior  spigots  shall  have  anti- 
siphon devices  and  area  irrigation  systems  shall  have  backflow  preventors. 
Subtenant  shall  also  establish  an  energy  conservation  education  program  for 
Residential  Tenants  to  the  reasonable  satisfaction  of  the  Authority.. 


TREASURE  ISLAND  PROJECT 


OPERATING  BUDGET 
NOVEMBER,  1998 


THE  JOHN  STEWART  COMPANY 


PAGE  1 


TREASURE  ISLAND  APARTMENTS 
PRELIMINARY  OPERATING  BUDGET-766  UNITS 
AT  SUSTAINED  OCCUPANCY 
(1 2 to  1 8 months  after  start  of  construction) 


ACCT 

NO. 

ACCOUNT  NAME 

MONTHLY 

ANNUAL 

6300 

6210 

PROJECT  EXPENSES 

Administrative  Expenses 
Advertising/Marketing 

6,085 

73,024 

6250 

Credit  Reports 

0 

0 

6310 

Office  Salaries 

10,385 

124,620 

6311 

Office  Supplies 

2,400 

28,800 

6320 

Management  Fee  (2.6%  of  collections) 

33,333 

399,996 

6330 

Manager/Supervisor  Salary 

4,500 

54,000 

6331 

Staff  Units 

1,500 

18,000 

6340 

Legal  Expense 

2,000 

24,000 

6350 

Audit  Fee 

1,000 

12,000 

6360 

Telephone  and  Answering 

2,200 

26,400 

6370 

Collection  Loss 

2,320 

27,840 

6390 

Miscellaneous  Administrative 

300 

3,600 

6391 

Mileage/Travel 

100 

1,200 

6396 

Computer  Charges 

60 

720 

Total  Administrative  Expenses 

66,183 

794,200 

6400 

6450 

Utilities 

Electricity 

50,556 

606,672 

6451 

Water 

26,810 

321,720 

6452 

Gas 

33,704 

404,448 

6453 

Sewer 

30,640 

367,680 

Total  Utilities  Expenses 

141,710 

1,700,520 

6500 

6510 

Ooeratinq  and  Maintenance 
Janitorial  Payroll 

3,550 

42,600 

6515 

Janitorial  Supplies 

2,000 

24,000 

6517 

Contract  Cleaning 

1,250 

15,000 

6520 

Exterminating  Supplies 

400 

4,800 

6525 

Rubbish  Removal 

9,275 

111,300 

6531 

Security  Contract 

14,235 

170,820 

6532 

Security  Supplies 

300 

3,600 

6533 

Fire  Alarm  Expenses 

0 

0 

6534 

Cable  Services 

0 

0 

6535 

Grounds  Payroll 

0 

0 

1 1/04/98TISLANDBUD5.123 


TREASURE  ISLAND  APARTMENTS 
PRELIMINARY  OPERATING  BUDGET  FOR  766  UNITS 
COST  PER  MONTH  PER  UNIT 


S1SOO 


PER  MONTH  PER  UNIT 


Treasure  island  Apartments 
Preliminary  Yearly  Operating  Budget  for  7$6  Units 
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TREASURE  ISLAND  APARTMENTS 
PRELIMINARY  OPERATING  BUDGET-766  UNITS 
AT  SUSTAINED  OCCUPANCY 
(12  to  18  months  after  start  of  construction) 


ACCT 

NO. 

ACCOUNT  NAME 

MONTHLY 

ANNUAL 

6536 

PROJECT  EXPENSES 

Grounds  Supplies 

475 

5,700 

6537 

Grounds  Contract 

30,640 

367,680 

6540 

Maintenance  Payroll 

23,210 

278,520 

6541 

Repairs  Material 

3,500 

42,000 

6542 

Repairs  Contract 

6,000 

72,000 

6543 

Plumbing  Maintenance 

5,000 

60,000 

6544 

Electric  Maintenance 

1,800 

21,600 

6545 

Elevator  Maintenance 

0 

0 

6546 

Heating  and  Cooling 

5,000 

60,000 

6547 

Pool  Maintenance 

0 

0 

6553 

Appliance  Repairs 

3,000 

36,000 

6554 

Window  Repairs 

800 

9,600 

6560 

Painting  and  Decorating 

12,150 

145,800 

6572 

Maint  and  Equipment  Repair 

600 

7,200 

6590 

Misc  Oper  and  Maintenance 

250 

3,000 

6591 

Uniform/Laundry  Service 

800 

9,600 

Total  Operating  and  Maintenance 

124,235 

1,490,820 

6700 

6710 

Taxes  and  Insurance 
Taxes-Real  Estate 

0 

0 

6711 

Payroll  Taxes 

5,350 

64,200 

6719 

Misc  Licenses/Permits 

500 

6,000 

6720 

Property  Insurance 

18,333 

220,000 

6721 

Fidelity  Bond 

1,000 

12,000 

6722 

Worker's  Compensation 

3,165 

37,980 

6723 

Employee  Health  and  Life  Ins. 

3,800 

45,600 

Total  Taxes  and  Insurance 

32,148 

385,780 

6900 

6991 

Service  Expenses 
Recreation  Salaries 

0 

0 

6992 

Recreation  Supplies 

600 

7,200 

6995  Jitney 

2,165 

25,980 

Total  Service  Expenses 

2,765 

33,180 

7000  Corporate  Expenses 
7130  Federal  Income  Tax 

0 

7131 

State  Income  Tax 

0 

Total  Corporate  Expenses 

0 

0 

TOTAL  PROJECT  EXPENSES 

367,041 

4,404,500 
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TREASURE  ISLAND 

Budget  Footnotes  - Projected  For  Project  Completion 
at  766  Units 
(October  1998) 


EXPENSES 

6300  - ADMINISTRATIVE  EXPENSES 

6210  - Advertising:  The  advertising  budget  includes  print  advertising  and  staff: 

° Print  Advertising  $15,000 

0 Two  full-time  leasing  agents  @ $ 14/hr  58,024 

$73,024/yr. 

6250  - Credit  Reports:  To  be  paid  by  applicant. 

6310  - Office  Salaries:  The  budget  provides  for  the  following  positions: 


Clerks  at  10.00/hr  (1  FTE)  $20,800/yr. 

Rental/Occupancy  Clerk  31,900/yr. 

Bookkeeper  31,900/yr. 

Assistant  Administrator  40,000/yr. 

Overtime  & Vacation  1.500/vr. 


$124,600/yr. 

6311  - Office  Supplies:  Postage,  payroll  processing,  general  supplies,  file  folders,  ledger  cards, 
cash  sheets  and  work  orders  and  copier  lease. 

6320  - Management  Fee:  The  management  fee  is  3%  of  gross  collections  excluding  security 
deposits  subject  to  a $400,000  yearly  cap.  The  effect  of  the  cap  is  to  reduce  the  percentage  fee  to 
approximately  2.6%. 

6330  - Manager  Salary:  One  full  time  position  at  $54,000/yr. 

6331  - Staff  Unit:  The  budget  provides  for  two  staff  units  estimated  at  $750  each. 

6340  - Legal:  The  amount  projected  is  based  upon  similar  project  expenditures  and  estimates 
twenty  unlawful  detainer  actions  per  year  plus  miscellaneous  legal  support  on  difficult  cases. 

6350  - Audit  Fee:  Includes  the  preparation  of  year  end  certified  audited  financial  statement  plus 
tax  returns. 


6360  - Telephone:  Cost  reflects  services  from  Pacific  Bell,  AT&T,  Page  Net  Paging  System, 
answering  service,  maintenance  staff  radios,  and  alarm  systems  on  office  and  maintenance 
locations. 


6390  - Miscellaneous  Administrative  Expense:  This  amount  is  projected  for  miscellaneous 

expenditures  that  include  courier  services,  film  development,  etc. 


6391  - Mileage/Travel:  This  budget  estimates  mileage  expense  for  work-related  travel  @ 32 
cents/mile. 


6396  - Computer  Charges:  Provides  for  annual  CAM  II  software  update. 

6400  - UTILITIES 


Total  combined  budget  for  gas,  electric,  water  and  sewer,  of  $185  per  unit  per  month  (pupm)  is 
based  on  our  actual  experience  with  large  family  complexes  in  San  Francisco  and  other  Bay  Area 
cities  as  well  as  lengthy  discussions  with  the  PUC.  Assumptions  used  in  the  analysis  were 
provided  by  the  SF  Utility  Services  Department  and  included  1,000  sq.ft,  average  unit  size  and 
120  gal/day/person  average  water  consumption.  We  assumed  average  of  four  occupants  per  unit. 
Projection  comparison  is  as  follows: 


Utility 

JSCo.  and  1 

Electric 

$66.00 

Water 

$35.00 

Sewer 

$40.00 

Gas 

$44.00 

TOTAL 

$185.00 

6450  - Electricity:  Equal  to  $66.00  PUPM.  Assumes  lights,  plugs  and  dishwashers  and  some 
units  with  electric  clothes  dryers.  Also  includes  exterior  are  lighting. 

6451  - Water:  Equal  to  $35.00  PUPM.  Watering  of  private  area  landscaping  is  included,  common 
open  space  is  not.  JSCo  projection  is  based  on  160  gal/day/person,  higher  than  average  Bay  Area 
consumption,  but  reasonable  considering  the  absence  of  controlled  irrigation  systems  which 
increase  water  conservation. 

6451  - Sewer:  Equal  to  $40.00  PUPM.  This  is  a function  of  water  consumption. 

6452  - Gas:  Equal  to  $44.00  PUPM.  Assumes  gas  ranges,  forced  air  furnaces,  and  hot  water 
heaters. 

6500  - REPAIRS  & MAINTENANCE 

6510  - Janitor's  Payroll:  The  budget  provides  for  the  following  positions,  used  for  unit  cleaning 
at  turnover,  office  cleaning,  etc.: 

2 FTE  at  1 0. 00/hr)  (grounds)  $41,600/yr. 

Overtime  & Vacation  1 .000/vr. 

Total  Payroll  $42,600/yr. 

6515  - Janitor/Cleaning  Supplies:  Budgeted  amount  is  based  on  a similar  property  and  allows  for 
cleaning  supplies,  mops,  broom,  etc. 

6517  - Contract  Cleaning:  The  budget  provides  for  the  professional  cleaning  of  twenty-five  unit 
carpets  at  $400  each  plus  drapery  cleaning  ($5,000  per  year). 

6525  - Rubbish  Removal:  Golden  Gate  Disposal  provided  us  with  current  residential  fees: 
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1 32-gallon  can 

plus  all  curb-side  recycling  $ 1 1 .90/month 

Additional  options  include  providing  garbage  bins  for  unit  clusters  to  eliminate  individual  cans. 
For  the  purpose  of  this  draft  we  are  proposing  to  provide  one  can  to  each  family  at  $ 12.00/month. 
We  add  an  additional  $ 1,000/year  for  extra  bins  used  by  maintenance. 

6531  - Security  Contracts  - This  line  item  assumes  the  hiring  of  contracted  security  in  roving 
patrol  cars  which  will  cover  both  Treasure  Island  and  Yerba  Buena  Island.  We  have  assumed  a 
patrol  car  at  $19.50  per  hour,  twenty-four  hours  per  day  ($19.50  X 24hrs  X 365days=$  170,820). 

6532  - Security  Supplies:  Budget  allows  for  lock  repairs,  keys,  etc. 

6536  - Grounds  Supplies:  This  cost  represents  the  cost  of  hoses,  replacement  plants,  items 
essential  to  maintain  the  exterior  grounds  and  parking  areas. 

6537  - Grounds  Contract:  In  the  original  pro-forma  budget  The  John  Stewart  Company  assumed 
responsibility  for  front  yard  landscape  maintenance  only.  We  did  not  consider  the  requirement 
for  care  of  the  large  parkways,  and  areas  between  homes.  Upon  meeting  with  Rubicon  we  felt 
that  we  should  include  all  landscaped  areas  and  not  restrict  their  bid  to  front  yards  only.  We 
toured  the  Islands  with  two  representatives  and  provided  them  with  the  attached  detailed  maps 
from  which  to  bid.  Note  that  their  quote  includes  all  landscaped  areas  from  the  street  back  and 
throughout  the  residential  areas.  It  does  not  include  privately  fenced  back  yards  which  we 
assume  will  be  cared  for  by  the  residents  . The  quotation  is  equal  to  $40.00  per  unit  per  month 
for  a total  of  $24,400.00  per  month  or  $316,800.00  per  year.  Within  their  quotations  is  a hand- 
watering expense  estimated  at  $36,515.00  per  year,  or  $4.60  PUPM. 

PLEASE  SEE  SITE  & BUILDING  SQUARE  FOOTAGE  SUMMARY  ATTACHED. 

6540  - Maintenance  Salary:  This  amount  includes  salaries  for  nine  (9)  full-time  maintenance 
staff  (a  ratio  of  85  units/maintenance  worker) : 

Maintenance  (1)  $37,440/yr.  (18.00/hr.) 

Maintenance  (5)  161,200/yr.  (15.50/hr.  each) 

Maintenance  (3)  74,880/yr.  (12.00/hr.  each) 

Overtime  & Vacation  5.000/vr. 

Total  Payroll  $278,520/yr, 

6541  - Repairs  Materials  - Based  upon  a similar  property. 

6542  - Repairs  Contract:  The  budget  allows  for  major  repair  services  beyond  staff  capability. 

6543  - Plumbing  Maintenance:  This  amount  is  included  for  general  plumbing  maintenance.  It 
also  includes  the  cost  of  tools,  equipment  and  supplies,  including  toilet  seats,  washers,  faucets 
and  kits,  hot  and  cold  stems  and  packing,  valves,  J-bends,  pipes,  etc. 

6544  - Electrical  Maintenance:  Electrical  maintenance  is  the  cost  of  light  bulbs,  thermostats, 
wiring,  thermocouples,  fuses,  etc. 

6546  - Heat/Cool  Repairs:  This  amount  is  based  on  a similar  property  and  represents  the  cost  of 
minor  repairs  and  maintenance  of  the  unit  heaters  and  water  heaters. 
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6553  - Appliance  Repairs:  This  amount  is  for  the  cost  of  repairing  existing  stoves  and 

refrigerators  to  help  extend  the  useful  life. 

6554  - Window  Repairs:  This  budget  amount  is  for  glass,  window  cranks,  screens,  handles, 
window  locks  and  frame  repairs. 

6560  - Painting  & Decorating:  This  budget  projection  allows  for  13.5  unit  rehabs  (2%  turnover) 
per  month  @ 900/unit. 

6591  - Uniform/Laundrv  Service:  Allows  for  employees'  uniforms. 

6700  - TAXES  & INSURANCE 

6711  - Payroll  Taxes:  Based  on  7.65%  FICA  and  5.5%  SUI/SDI  on  first  $7,000  of  each 
employee's  salary. 

6719  - Miscellaneous  Taxes.  Licenses  & Permits:  Cost  for  business  license  fees  and 

miscellaneous  items  limited  to  permits/licenses. 

6720  - Property  Liability  Insurance:  Attached  please  find  an  insurance  estimate  from  HRH  of 
Northern  California.  They  have  provided  an  estimate  of  general  liability,  property,  fire,  flood 
and  earthquake  coverage  based  upon  various  preliminary  carrier  quotes  for  766  units.  Their 
estimate  of  premiums  is: 

General  Liability/Property  $125,000 

Earthquake  and  Flood  95,000 

TOTAL  $220, 000/year 

6721  - Fidelity  Bond  Insurance:  Amount  represents  coverage  for  all  site  employees  based  upon 
The  John  Stewart  Company  discounted  corporate  rate. 

6722  - Workers  Compensation:  Based  on  6.5%  of  the  gross  payroll  for  the  Administrator, 
Assistant  Administrator,  Janitorial  and  Maintenance  staff.  Reflects  The  John  Stewart  Company 
low  experience  modification  (60-65)  and  economy  of  scale  due  to  our  650  employee  base,  i.e. 
approximately  30%  less  than  average  rate. 

6723  - Health  Insurance:  Amount  covers  nineteen  (19)  full-time  employees'  health  insurance 
which  includes  dental  and  long-term  disability  and  life  insurance  at  $200  per  employee  per 
month. 

6900  - SERVICE  EXPENSES 

6995  - Jitney:  Provides  one  full-time  driver.  We  are  exploring  possible  donation  of  an  electric 
vehicle  from  Edison  E.V. 


ww/treasur/bfnotl  098/dpf 
10/30/98 
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Mr.  John  Stewart 

The  John  Stewart  Company 

23 1 0 Mason  Street 

San  Francisco,  CA  94111 

RE:  Treasure  Island  Insurance 


HRH  OF  NORTHERN  CALIFORNIA  INSURANCE  SERVICES,  INC. 

75  Rowland  Way.  Suite  350 
Novato,  California  94945 
(415)  895-9100 
FAX  (415)  895-9131 
www.hrhnca.com 
License  #0511289 


December  1,  1998 
(revised  January  11,1 999) 


Dear  John: 


The  following  is  the  indication  of  premium  for  the  766  units  on  Treasure  Island.  We 
have  approached  various  insurers  and  these  are  their  current  estimates. 

All  Insurers  selected  will  have  a Bests  Rating  of  "A"  or  better. 

GENERAL  LIABILITY: 

$1,000,000  per  occurrence/  $2,000,000  aggregate.  Includes  products,  advertising  injury, 
and  $5,000  premises  medial  liability.  Deductible:  $1,500,  per  claim,  including  loss 
adjustment  charges. 

Insuring  form  is  with  a designated  premises  endorsement. 

Basis  of  premium:  766  units 

Exclusions:  Standard  ISO  General  liability  exclusions,  all  asbestos,  any  and  all  pollution, 
employment-related  practices,  and  lead  contamination. 

Insurer:  RLI  (rated  "A"  VII) 

Premium  estimate  $39,000 

EXCESS  LIABILITY: 

Following  form  Excess  liability  $9,000,000  limit. 

Insurer:  Reliance  National  Insurance 
Premium:  $10,100 


PROPERTY: 


I 

I 

I 

I 


Coverage  for  766  units  based  on  a total  insurable  value  of  $50,000,000 

Coverage  is  on  "Special  Form"  excluding  Earthquake  and  flood  (including  concurrent 

causation).  Pollution/contamination  and  Earthquake  Sprinkler  leakage. 

Valuation:  Replacement  cost  including  loss  of  rents  on  an  actual  loss  sustained  basis. 
Deductible  $5,000  per  occurrence. 

Premium  estimate/insurers:  $86,000,  Insurers  Westchester  Fire  ($10,000,000)  primary 
and  Royal  Indemnity  ($40,000,000)  excess. 


Our  Strengths  Are  Yours 











Continued  on  page  2 
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EARTHQUAKE  and  FLOOD: 

Alternative  #1. 

Based  on  766  units  with  a stop  loss  limit  of  $7,277,000.  Subject  to  a limit  of  $9,500  per 
unit  damaged  after  a $ 1 ,000,000  deductible.  Coverage  includes  rents  and  physical 
damage  to  real  property  per  company  form. 

Premium  estimate:  $98,000 

Alternative  #2.  Earthquake  only: 

A stop  loss  of  $10,000,000  with  a deductible  of  7.5%  per  building  ($50,000  minimum) 
based  on  a total  insurable  value  of  $59,000,000  (including  loss  of  rents).  Coverage 
includes  loss  of  rents  with  a ten-day  deductible.  Exclusions:  Flood  and  any  buildings 
with  tuck-under  parking  unless  tucks  under  spaces  are  shear-walled  to  insurers’ 
satisfaction.  Flood  may  be  available  if  site  is  confirmed  as  not  in  zone  “A.” 

Insurer:  Associated  International  Rated  “A”  by  Best’s. 

Premium:  $10,000,000  Stop  Loss  Limit  $84,000  including  Taxes  and  Fees. 

$15,000,000  Stop  Loss  Limit  $92,000  including  Taxes  and  Fees. 

The  total  cost  for  the  complete  program  on  766  units  including  Property,  Liability,  Excess 
Liability,  and  alternative  #2  for  the  Earthquake  ($10,000,000  limit)  is  $219,100. 

This  is  less  than  $23.85/month/unit. 


Roger  E.  Lipman  CPCU,  CIC,  ARM 
Vice  President 

HRH  of  Northern  California  Insurance  Services  Inc. 

CA  license  # 0511289 

All  the  above  estimates  are  subject  to  underwriter's  acceptance  and  may  not  include  fees  and  taxes,  which  may  be  assessed. 
Underwriters  may  revoke  any  offer  until  a firm  effective  date  is  committed. 


_ 


HRH  OF  NORTHERN  CALIFORNIA  INSURANCE  SERVICES,  INC. 

75  Rowland  Wav.  Suite  35(1 
Novato,  California  94945 
(415)  895-9100 
FAX  (415)  895-9 1 3 1 


December?,  1998 


The  John  Stewart  Company 
2310  Mason  Street 
San  Francisco,  CA  94133 
Attn:  John  Stewart 


RE:  Treasure  Island  Competitive  Process 


Dear  John: 


HRH  has  been  working  on  placm; 
that  time  HRH  has  contacted  many 
who  would  qualify  and  would  have 
requirements. 

Admiral  Insurance 
Allianz  Insurance 
Frontier  Ins. 

Commonwealth 
Pacific  Insurance 
General  Star 
Lexington  Markel/Essex 
Northland/Northfield 
RL1 


the  Treasure  Isiand  Insurance  since  February  1998.  In 
Insurers.  The  list  of  Insurers  which  follows  are  those 
the  capacity  to  meet  your  and  the  City’s 


St.  Paul  Surplus 
USF&G 
Travelers 
Great  American 
Safeco 

Financial  Pacific 

Hartford 

Royal 

Reliance 

RLI 

Lloyds 

Reliance  National  (excess) 


ACE/Westchester 

American  Custom  - Agricultural  Ins. 

Associated  International 

First  State 

Fulcrum/Sorema 

Insurance  Co.  of  the  West 

North  Shore  Mgt. 

Price  Forbes  (Lloyds) 

Scottsdale 
TIG  Ins. 

Western  RE 
Chubb 
CN  A 

Fireman’s  Fund 
Golden  Eagle 
Kemper 

General  Accident 
RenuhMc 
Mt.  Hawley 
Royal  excess 
AIG 


The  insurers  who  provided  the  Quotation  of  December  4,  1998  were  most  competitive 
and  had  the  ability  to  write  the  coverage  in  conformation  to  the  City’s  requirements. 

Roger  E.  Lipman  CPCU,  CIC.  ARM 
Vice  President 

HRH  of  Northern  California  Insurance  Services  Inc.  ca  license?  on  1289 


Our  Strengths  Are  Yours 








Daniel  Sisler 

Assistant  Vice  President 


JHMarsh&McLennan,  Inc. 


One  California  Street,  7th  Floor 
San  Francisco,  CA  94111 


(415)  743-84 11  Fax:  (4 1 5)  743-8082 


daniel.e.sisler@marshmc.com 
California  License  No.  0437153 


VIA  MESSENGER 


December  21,  1998 


J&H  MARSH  & 
MCLENNAN 


John  Stewart 

The  John  K.  Stewart  Company 

2310  Mason  Street 

San  Francisco,  CA  94133 


Subject:  Treasure/Yerba  Buena  Island 
Pollution  Legal  Liability 


I have  enclosed  for  your  review  a Pollution  Legal  Liability  proposal  from  Kemper  for  Pollution  Legal 
Liability  coverage  at  the  Treasure  and  Yerba  Buena  Island  Housing  locations. 

The  indications  offered  provide  coverage  for  Third  Party  Bodily  Injury,  Property  Damage  and  Defense 
Cost  coverage  resulting  from  pollution  conditions  at,  on,  under  or  emanating  from  the  Treasure  Island(Site 
12)  and  Yerba  Buena  Island  Housing  locations.  As  discussed,  the  coverage  for  Clean-up  is  not  required 
from  this  policy,  as  this  type  loss  is  a responsibility  of  the  US  Navy.  The  indications  also  provide  coverage 
for  Business  Interruption/Loss  of  Rents  as  well  as  Development  Soft  Cost  delays  due  to  a Pollution 
Condition  at  the  site. 

At  a premium  and  coverage  standpoint,  the  Kemper  is  more  competitive,  thus  the  attached  outline.  There 
are  slight  variations  in  the  coverage  offered  by  these  Insurance  Carriers.  The  'bold'  areas  on  the  Coverage 
Comparison  detail  these  differences.  One  key  difference  being  the  AIG  form  has  a Retro-active  date  of 
policy  inception  providing  coverage  for  'newly'  discovered  contaminants,  whereas  Kemper  applies  a 
Retro-active  date  for  Asbestos  and  Lead  conditions  only.  The  remainder  of  the  Kemper  policy  form  affords 
coverage  for  both  new  and  pre-existing,  unknown  conditions.  The  indications  are  offered  for  a Seven  Year 
policy  term  and  can  offer  up  to  Ten.  We  are  also  available  to  secure  Liability  limits  up  to  $100,000,000 
with  numerous  deductible  options. 

After  your  detailed  review  of  the  enclosed,  please  do  not  hesitate  to  contact  either  Greg  Schilz 
(415/743-4831)  or  myself  with  questions,  comments  or  concerns. 


John: 


Sincerely, 


Daniel  Sisler 


P:\DATA\AMIPROVKSLTR  SAM 


Pollution  Legal  Liability 

The  John  Stewart  Company 
Treasure/Yurba  Buena  Island  Housing  Development 


FEATURES 

Kemper  Environmental 

FORM 

Environmental  Response, 
Compensation  and  Liability 
Kemper  Environmental,  Ltd. 
Non-Admitted 
Claims-Made 

ON-SITE  COVERAGE 

Bodily  Injury  and  Property  Damage 
which  the  insured  has  or  will  become 
legally  obligated  to  pay  as  a result  of 
claims 

Business  Interruption/Loss  of  Rents  - 
Discovery  of  pollution  conditions 

OFF-SITE  COVERAGE 

Bodily  Injury  and  Property  Damage 
which  the  insured  has  or  will  become 
legally  obligated  to  pay  as  a result  of 
claims. 

RETROACTIVE  DATES 

Policy  Inception  - Lead  and  Asbestos 
only.  The  remainder  of  the  policy  will 
afford  coverage  for  pre-existing, 
unknown  conditions. 

INSURING  AGREEMENT 

Pay  on  Behalf 

Business  Interruption/Loss  of 
Rents/Soft  Costs  - 
Indemnify  the  Insured. 

ENGINEERING 

Receipt  and  satisfactory  review  of  an 
engineering  survey  during  the  policy 
term  at  Kemper's  expense. 

PRE-BINDING  REQUIREMENTS 

Contractor's  Asbestos/lead  liability 
Insurance  Certificate. 

Health  and  Safety  Plan 

Lead  based  paint  and  asbestos  remedial 
activity  work  plans  and  operations  and 
management  plans. 

COVERED  LOCATIONS 

Treasure  Island  - Site  12 
Yerba  Buena  Island  - 41  Units 

LIMIT  OF  LIABILITY 

1) 55,000,000  Each  Incident/ 

55.000. 000  Total  All  Incidents 

2)  510,000.000  Each  Incident/ 

510.000. 000  Total  All  Incidents 

DEDUCTIBLE 

a)  5100,000 

b)  5250.000 

BUSINESS  INTERRUPTION 

included  in  Limit  of  Liability 

DEDUCTIBLE 

72  Hours(3  Days) 

DEVELOPMENT  SOFT  COSTS  LOSS 
REIMBURSEMENT 

included  in  Limit  of  Liability 

FEATURES 

Kemper  Environmental 

DEDUCTIBLE 

1 4 Days 

PREMIUM 

la) $64,420 

lb) S61,500 

2a)$79,930 

2b)$71,937 

Note:  These  premiums  are  subject  to 
Surplus  Lines  Taxes  and  Fees  of 
approximately  3.3%  of  the  bound 
premium,  which  have  not  been  included 
within  the  quoted  premiums 

POLICY  TERM 

7 Years 

PAYMENT  TERMS 

Payment  due  in  full  within  30  days  of 
binding  coverage. 

DEFENSE 

Right  and  duty  to  defend 
Defense  is  within  the  limits. 

CLAIM  REPORTING 
PROVISIONS 

Immediate  notice  of  a loss  and  prompt 
forwarding  of  claim  papers 

EXTENDED  REPORTING 
PERIOD 

A 60-day  Automatic  Extended 
Discovery  Period 

Can  purchase  an  additional  3 years 
for  not  more  than  100%  of  the 
annualized  premium. 

CANCELLATION 

PROVISION 

15  day  notice  for  non-payment 
60  day  notice  of  cancellation  or 
nonrenewal 

KEY  EXCLUSIONS 
I.  Lead  Paint 

Amended  to  provided  coverage  for 
bodily  injury  and  defense  costs. 

2.  Radioactive  Matter 

Excluded 

3.  Underground  Storage  Tank 

Excluded 

4.  Asbestos 

Amended  to  provided  coverage  for 
bodily  injury  and  defense  costs. 

5.  Contractual  Liability 

Covered 

6.  Non-Owned  Disposal  Sites 

Excluded  unless  listed  as  a covered 
location 

7.  Transportation 

Excluded,  can  be  included  via 
endorsement. 

8.  Products/Completed  Ops. 

Excluded 

9.  Coverage  for  fines  and  penalties  in 
relation  to  an  environmental  claim  due  to 
regulatory  non-  compliance 

Excluded 

10.  Year  2000. 

No  exclusion 

Note:  This  is  a summary  of  coverage  and  may  not  reflect  all  the  terms,  conditions  and  exclusions  of  the  actual  policy. 
In  the  event  of  a claim,  the  terms,  conditions  and  exclusions  of  the  actual  policy  issued  will  apply. 
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B RUBICON  ♦ENTERPRISES© 

INCORPOR  ATED 


2500  BISSELL  AVENUE  • RICHMOND,  CA  94804  • 510-235-1516  * FAX  235-2025  • TTY  1-800-735-2929 


December  24,  1998 
The  John  Stewart  Company 

c Jo  Mr.  Keith  Webber,  Director  of  Construction  Services 

2310  Mason  Street 

San  Francisco,  California  94199 

RE:  Grounds  Maintenance  Proposal  for  Housing  Units  - 300s,  1100s,  1200s,  1300s,  1400s 
Treasure  Island  and  Yerba  Buena  Island 
San  Francisco,  California 


Please  find  enclosed  our  price  quotation  for  providing  annual  grounds  maintenance  services  at  the  above 
referenced  housing  sites.  We  understand  that  this  maintenance  work  will  be  ordered  in  phases  that 
coincide  with  the  completion  of  improvements  that  you  are  currently  in  the  process  of  scheduling.  Our 
presence  on  the  Islands  (our  existing  workforce,  equipment  and  supervision)  put  us  in  a unique  position  to 
accommodate  your  landscape  needs  as  they  unfold  and  change  over  time.  We  are  committed  to  providing 
responsive,  high  quality  service,  and  look  forward  to  working  with  you  in  the  near  future.  Happy 
Holidays! 


Dear  Keith; 


Don  Waxman 

Director  of  Buildings  and  Grounds 


An  affiliate  of  Rubicon  Programs  Incorporated 
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consists  of  keeping  drainage  intakes  clear  of  leaves  and  small  branches  that  always  accumulate  during 
storms  on  Yerba  Buena  Island. 


The  proposed  costs  to  perform  this  work  using  hand  irrigation  as  described  for  the  1100s,  1200s  and  1300s 
are  as  follows: 


Housing 

Series 

#of  J.S.  Units 

Monthly  Price  Per  Unit 

Total  Monthly  Price 

Total  Annual  Price 

300s 

40 

$83.89 

$3,355.60 

$40,267.20 

1100s 

224 

$31.00 

$6,944.00 

$83,328.00 

1200s 

281 

$41.27 

$11,596.87 

$139,162.44 

1300s 

124 

$37.84 

$4,692.16 

$56,305.92 

1400s 

96 

$38.51 

$3,696.96 

$44,363.52 

Totals 

765 

$232.51 

$30,285.59 

$363,427.08 

These  prices  do  not  include  the  cost  of  irrigation  water. 
Signed: 

Don  Waxman,  Director  of  Buildings  and  Grounds 


An  affiliate  of  Rubicon  Programs  Incorporated 
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HIRING  PLAN 
For 

TREASURE  ISLAND  HOMELESS  DEVELOPMENT  INITIATIVE’S 
HOMELESS/ECONOMICALLY  DISADVANTAGED  WORKFORCE 
By 

THE  JOHN  STEWART  COMPANY’S  TREASURE  ISLAND  HOUSING 
REFURBISHMENT  PROJECT  AND  ONGOING  MANAGEMENT 

Purpose 

The  purpose  of  this  Workforce  Hiring  Plan  (The  Plan)  is  to  (1)  outline  the  goals  of  the  John 
Stewart  Company  (JSCo)  for  the  employment  of  homeless  and  economically  disadvantaged 
persons  during  the  refurbishment  and  ongoing  management  of  the  housing  units  on  Treasure 
Island  and  Yerba  Buena  Island  (TI/YBI),  and  (2)  establish  the  process  for  implementation  of 
those  goals  through  coordination,  monitoring  and  administration  of  the  employment  effort 
between  the  JSCo  and  the  Treasure  Island  Homeless  Development  Initiative  (TIHDI). 

The  goals  and  process  shall  be  consistent  with  the  terms  and  conditions  of  the  Leasing  Agreement 
between  the  Treasure  Island  Development  Authority  (TID A)  and  the  JSCo,  including  provisions 
to  use  Good  Faith  Efforts  to  meet  the  following  Work  Force  Goals: 

jpf  / f 

a)  Non-construction  work  force.  Goals  for  the  aggregate,  nonconstruction  workforce 
are  (i)  Twenty-five  percent  (25%)  shall  be  Homeless  or  Economically 
Disadvantaged  Persons  at  the  time  of  their  hiring;  and  (ii)  fifty  percent  (50%) 
should  be  San  Francisco  Residents. 

JL  j 

b)  Construction  employment.  First  Consideration  for  hiring  on  all  construction 
projects  should  go  to  qualified  Homeless  or  Economically  Disadvantaged  Persons, 
and  Second  Consideration  to  qualified  San  Francisco  Residents  whose  annual 
income,  at  the  time  of  hire,  is  at  or  below  fifty  percent  (50%)  of  median  for  the 
City  and  County  of  San  Francisco  as  determined  by  HUD. 

c)  Subcontracting.  The  JSCo  will  consider  subcontracting  certain  tasks  to  TIHDI 
member  organizations,  particularly  for  grounds  keeping,  janitorial,  recycling  and 
deconstruction  activities.  Subcontracts  with  TIHDI  organizations  will  be  included 
for  purposes  of  determining  the  JSCo’s  Good  Faith  Efforts  to  meet  the  Work 
Force  Goals. 

The  TIHDI  Job  Broker  System  will  be  the  primary,  but  not  exclusive,  conduit  for  meeting  market 
demands  for  qualified  job  ready  individuals  who  have  the  desire  and  determination  to  work  and 
the  John  Stewart  Company  who  is  motivated  to  hire  these  same  persons.  This  Plan  will  provide  a 
“seamless"  structure  that  is  both  client  effective  and  efficient. 

JSCo  will  first  look  to  TIHDI  to  provide  qualified  homeless  and  economically  disadvantaged 
persons  to  fill  employment  openings.  In  the  event  the  TIHDI  is  unable  to  provide  suitable  and 
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qualified  applicants  acceptable  to  the  JSCo,  the  JSCo  will  be  free  to  outreach  to  San  Francisco 
first  and  the  Bay  Area  second  for  homeless  and  economically  disadvantaged  persons  who  meet 
goals  set  forth  previously. 


Definitions 

The  following  definitions  shall  apply  to  terms  used  in  this  (Work  Force  Hiring)  Plan. 

a)  Economically  Disadvantaged:  means  persons  whose  annual  income  is  no  greater 
than  25%  of  the  CCSF  area  median  income  as  determined  by  the  US  Department 
of  Housing  and  Urban  Development 

b)  San  Francisco  Resident;  means  a person  who  establishes  that  s/he  lives  in  San 
Francisco  at  the  time  of  submitting  her/his  initial  application  for  employment  or 
housing  on  TI/YBI. 

c)  Homeless  or  Homeless  Person;  means  (i)  is  an  individual  who  lacks  a fixed,  regular 
and  adequate  nighttime  residence;  or  (ii)  has  a primary  residence  that  is  (A) 
supervised  publicly  or  privately  operated  shelter  designed  to  provide  temporary 
living  accommodations  ...  (B)  an  institution  that  provides  a temporary  residence 
for  individuals  intended  to  be  institutionalized  ; . . (C)  a public  space  not  designed 
for,  or  ordinarily  used  as  , regular  sleeping  accommodation  for  human  beings;  or 
such  other  definition  as  may  be  adopted  or  approved  by  HUD. 

,4%  fir 

d)  First  Consideration;  means  to  make  good-faith  effort  to  recruit  and  consider 
targeted  groups  of  job  applicants  before  looking  elsewhere. 

y 

jjr® 

e)  Good  Faith  Effort;  shall  mean  to  conform  to  the  terms  and  conditions  of  this 
(Workforce  Hiring)  Plan 

JSCO  Workforce  Hiring  Plan 
A.  Refurbishment  Workforce  Hiring  Plan 

1.  General:  The  refurbishment  is  segregated  into  2 separate  categories  of  work. 

a.  Repair  and  Maintenance:  Repair  and  maintenance  shall  include  interior  and 
exterior  finishes  restoration  and  upgrade;  minor  interior  and  exterior  unit 
inspections  and  repair;  site  and  landscape  repair  and  upgrade;  mechanical, 
plumbing  and  electrical  repairs;  and  miscellaneous  building  repair.  It  is 
expected  that  Repair  and  Maintenance  work  will  be  performed  by  JSCo 
labor  force  or  by  Subcontractors  under  the  direct  supervision  of  JSCo,  and 
will  be  subject  to  Non-Construction  workforce  requirements. 

b.  Construction:  Construction  includes  seismic  alterations  in  the  1300,  1400 
and  300  Series  buildings  and  handicap  access  compliance  alterations  in  5% 
of  the  housing  units.  It  is  expected  that  Construction  work  will  be 
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performed  by  licensed  General  Contractors,  and  that  all  Construction  work 
will  be  subject  to  Construction  workforce  requirements. 

2.  Refurbishment  Workforce  Hiring  Plan:  The  following  are  the  hiring  goals  and 
objectives  for  the  JSCo  for  the  Refurbishment  of  the  housing  units  Subleased 
under  Agreement  between  the  TIDA  and  the  JSCo. 


REFURBISHMENT:  REPAIR  AND  MAINTENANCE  WORKFORCE  HIRING 


Work  Type 

Job 

Description 

Estimated 
Total 
Labor 
Force  (a) 

Homeless/Economically 
Disadvantaged  Labor  Force 

Remarks 

Target  Labor 
Force  Hiring 

Minimum  labor 
Force  Goal 

No. 

% of 
total 

No. 

% of 

total 

JSCo  Labor  (b) 

gen'l  repair 

8 

3 

38% 

2 

25% 

JSCo  Labor 

cleaning 

4 

2 

50% 

1 

„ • 25% 

(0 

Subcontractor 

carpet/flooring 

8 

2 

25% 

\ ' 

: :::  17% 

Subcontractor 

roof/sht  metal 

3 

1 

33%  % 

lihO 

“*0% 

Subcontractor 

painting 

8 

2 

25% 

. 

13% 

Subcontractor 

plumbing/hvac 

4 

1 

....  25% 

Jp8 

0% 

Subcontractor 

electrical 

3 

1 , § 

33%. 

0 

0% 

Subcontractor 

landscape 

6 ^ 

6 ' 

, 100% 

6 

100% 

Rubicon  Enterprises 

Subcontractor 

miscellaneous 

3 

33% 

1 

33% 

TOTAL 

4f 

19 

40% 

12 

26% 

(a)  Total  labor  force  estimated  at  average  full  time  over  entire  course  of  Refurbishment. 

(b)  JSCo  Labor  includes  inspection,  deconstruction,  minor  finish  repair,  minor  plumbing,  electrical  & 
mechanical  inspection/repair,  drain  clearing,  door/hardware  repair,  appliance  repairs  installation, 
minor  carpentry. 

(c)  Possible  subcontract  to  Toolworks 


REFURBISHMENT:  CONSTRUCTION  WORKFORCE  HIRING 


Work  Type 

Job 

Description 

Estimated 
Total 
Labor 
force  (a) 

Homeless/Economically 
Disadvantaged  Labor  Force 

Remarks 

Target  Labor 
Force  Hiring 

Minimum  labor 
Force  Goal 

No. 

% of 
total 

No. 

% of 
total 

Gen 

Contractor 

seismic 

alteration 

13 

4 

31% 

0 

0% 

First  consideration  hiring 
requirement 

Gen 

Contractor 

handicap 

alteration 

4 

1 

25% 

0 

0% 

First  consideration  hiring 
requirement 

TOTAL 

17 

5 

29% 

0 

0% 

Total  labor  force  estimated  at  average  full  time  over  entire  course  of  Refurbishment. 
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B,  Ongoing  Management  Workforce  Hiring  Plan 

The  John  Stewart  Company  agrees  to  promote  long  term  employment  opportunities 
during  its  seven  year  lease  term  through  ongoing  management  operations  positions.  The 
JSCo  will  attempt  to  ensure  that  twenty  five  percent  (25%)  of  the  ongoing  management 
jobs  to  be  filled  on  Treasure  Island/YBI  go  to  persons  who  (1)  at  the  time  of  their  hiring 
are  either  Homeless  or  Economically  Disadvantaged,  and  (2)  that  San  Francisco  residents 
obtain  not  less  than  fifty  percent  (50%)  of  these  positions.  Employees  may  qualify  and  be 
counted  in  both  the  Homeless/Economically  Disadvantaged  and  SF  Resident  categories. 

1.  General:  The  ongoing  management  is  segregated  into  three  categories  of  work: 

a.  Administration  - will  be  performed  by  the  JSCo  labor  force.  Administrative 
work  includes  the  oversight  of  general  operations  as  well  as  specific  office 
related  duties,  and  accounting  and  leasing  activities. 

b.  Maintenance/Janitorial  - will  be  performed  by  the  JSCo  labor  force.  This 
work  includes  ongoing  unit  repair  and  maintenance,  unit  turnover, 
preventative  maintenance  and  janitorial  duties. 

c.  Landscaping  - will  be  subcontracted  to  Rubicon  Programs  (or  an 
alternative  source  should  Rubicon  not  be  able  to  perform  effectively  or 
cease  to  exist),  and  represents  almost  20%  of  the  estimated  workforce 
during  the  JSCo  ongoing  management  operations. 

2.  Ongoing  Management  Workforce  Hiring  Plan:  Following  are  the  compliance 

goals  and  objectives  for  the  JSCo  during  Ongoing  Management: 


ONGOING  MANAGEMENT:  WORKFORCE  HIRING 


Work  Type 

Job 

Description 

Estimated 
Total 
Labor 
Force  (a) 

Homeless/Economically 
Disadvantaged  Labor  Force 

Remarks 

Target  Labor 
Force  Hiring 

Minimum  labor 
Force  Goal 

No. 

% of 
total 

No. 

% of 
total 

JSCo  Labor 

administrative 

7 

2 

29% 

1 

14% 

JSCo  Labor 

maintenance 
and  janitorial 

11 

3 

27% 

1 

9% 

Possible  Toolworks 
subcontract  for  janitorial 

Subcontractor 

landscape 

4 

4 

100% 

4 

100% 

Rubicon  Enterprises 

TOTAL 

122 

9 

41% 

6 

27% 

(a)  Total  labor  force  estimated  at  average  full  time  over  entire  course  of  7 year  management  term. 


Types  of  Work  Targeted  in  the  Refurbishment  Work 

The  types  of  work  (for  refurbishment  only)  that  are  being  targeted  by  TIHDI  as  appropriate  for 
the  TIHDI  labor  resource  pool  are  as  follows: 
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Demolition 

Diywall 

Carpeting 

Site  set-up 

Taping 

Tile 

Basic  Framing 

Flooring 

Door  Finish  Hardware 

Electrical  Helper 

Clean-up 

Painting 

General  Condition 

Roofing 

Driver 

R.  Carpentry 

Punchlist 

Deconstruction 

General  Laborer 

Subcontractor  Bidding  Procedures 

Treasure  Island's  Job  Broker  System,  in  collaboration  with  the  John  Stewart  Company,  will 
exemplify  and  showcase  the  best  in  private-for-profit  and  private  non-profit  employment 
agreements.  The  earliest  introduction  the  subcontractor  has  with  the  TIHDI  Job  Broker  System, 
the  more  effective  the  communication  will  be  (the  earlier  the  better). 

All  prospective  General  Contractors,  Subcontractors  and  bidders  will  be  required  to  have 
officially  contacted  the  TIHDI  Job  Broker  and  this  contact  must  be  confirmed  in  writing  by  the 
TIHDI  The  bidding  process  and  contractor  selection  shall  be  consistent  with  the  terms  and 
conditions  of  JSCo.'s  /TI  workforce  hiring  plans; 

* jJ[ 

^ Jgk 

The  JSCO  shall  enforce  general  contractor’s  and  subcontractors'  cooperation  with  this  program 
from  the  beginning  to  the  end  (bid  language  development,  pre-bid  conference,  bidder  selection, 
hiring  goals,  monitoring  compliance,  and  corrective  action  steps). 

Compliance,  Monitoring,  and  Corrective  Action 

For  purposes  of  operating  and  maintaining  a comprehensive  hiring  program  for  the  JSCo/TI 
Project  the  following  items  apply: 

Refurbishment  Work  Schedule:  The  John  Stewart  Company  will  provide  the  TIHDI  Job 
Broker  with  the  projected  work  schedule  for  each  phase  of  refurbishment  work  planned,  and  will 
provide  the  TIHDI  Job  Broker  with  schedule  updates  throughout  the  refurbishment. 

Job  Notification:  JSCo  will  post  all  job  announcements,  and  to  direct  general  contractors  and 
subcontractors  to  post  all  job  announcements,  with  the  TIHDI  Job  Broker's  Office  3 business  days 
prior  to  general  dissemination,  except  where  specific  job  conditions  or  schedule  constraints  do  not 
permit  early  advance  notice. 

Turnaround  Time:  The  TIHDI  Job  Broker  has  3 business  days  to  make  a job  ready  referral  to 
the  designated  JS Co/contractor/subcontractor-hiring  representative.  In  emergency  cases  and  when 
a job  is  needed  but  was  undetermined  by  the  work  schedule,  the  TIHDI  Job  Broker  will  have  24 
(business  day)  hours  to  respond. 


■ 
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Interview  Days:  The  designated  JSCo/contractor/subcontractor-hiring  representative,  upon 
announcement  of  the  job  opening,  will  make  available  set  interview  days  and  time  slots  for  TIHDI 
referrals  to  be  interviewed. 

Hiring  Selection  Ratio:  The  TIHDI  Job  Broker  will  present  to  the 
JSCo/contractor/subcontractor  hiring  representative  at  least  3 qualified  applicants  for  each 
interview  slot.  The  JSCo/Contractor/subcontractor  can  select  any  1 or  none  of  the  3 for  the  job. 

In  emergency  cases,  the  TIHDI  Job  Broker  will  advance  1 preferred  candidate  for  the  slot. 

Hiring  Interview  Roster:  The  JSCo/Contractor/subcontractor  will  complete  a "user  friendly" 
interview  roster  confirming  date  and  time  of  interview  and  if  the  applicant  was  hired  and  a brief 
explanation  as  to  why  the  applicant  was  not  hired.  This  will  be  done  on  a check-off  form  provided 
by  the  TIHDI  Job  Broker.  The  form  will  be  subject  to  review  and  approval  of  the  JSCo. 

Payroll  register:  For  Refurbishment  work,  JSCO  will  submit,  and  will  direct 
Contractor/subcontractors,  to  submit  authorized,  bi-weekly  payroll  registers  to  the  TIHDI  Job 
Broker  to  provide  for  the  monitoring  of  who  was  actually  hired,  the  pay  rate  and  etc. 

Pre-bid  Contact:  For  Refurbishment  work  where  competitive  bidding  is  involved,  each 
prospective  bidder  must  have  officially  confirmed  (in  writing)  contact  with  the  TIHDI  Job  Broker 
prior  to  the  submission  of  their  bid. 

General  Contractor  and  Subcontractor  Bid  Selection:  The  JSCo  will  direct  that  selected 
General  Contractors  and  Subcontractors  or  GC/Subcontractor  bidders  submit  a workforce  hiring 
plan  as  part  of  their  bids/proposals,  on  a form  prepared  by  JSCo  and  submitted  for  review  and 
approval  by  the  TIHDI.  Criteria  for  selection  of  General  Contractors  and  Subcontractors  by  JSCo 
will  include  GC’ s/Subcontractor’s  proposed  workforce  hiring  plan,  consistent  with  the  JSCo/TI 
Workforce  Hiring  Plan.  A / 

H k.  tf 
, ■:#' 

Weekly  worksite  staff  meetings:  For  refurbishment  work,  the  TIHDI  Job  Broker  will  be  invited 
to  attend  JSCo’s/Tl  project  staff  meetings.  At  these  meetings  TIHDI  will  review  the  job  schedule, 
hiring  lists  and  to  discuss  any  other  hiring  related  concerns. 

Problem  Remediation:  (A)  All  efforts  will  be  made  to  resolve  worksite  related  problems.  (B) 

The  TIHDI  Job  Broker  will  be  notified  and  a consultation  scheduled  prior  to  the  termination  of 
any  TIHDI  referral,  except  as  otherwise  specified  herein.  (C)  Consultations  will  cover  problems 
arising  from  tardiness,  excessive  absences,  misconduct,  non-performance,  inappropriate  behavior, 
and  other  unsatisfactory  performance  on  the  job.  (D)  Matters  that  are  cause  for  immediate 
dismissal  such  as  gross  misconduct,  incompetence,  violence,  destruction  of  property,  theft  and  on 
the  job  intoxication  (of  alcohol  or  controlled  substances)  will  not  be  addressed  through 
consultation,  and  will  result  in  prompt  and  immediate  termination  by  JSCo. 

Monitoring  Workforce  Hiring:  (A)  The  JSCo.’s  project  manager  and  the  TIHDI  Job  Broker 
will  collaborate  to  monitor  subcontractor  compliance  to  the  TI  project's  hiring  goals. 

Corrective  Action:  (A)  Where  the  initial  or  ongoing  workforce  fails  to  conform  to  the  minimum 
hiring  goals  and  objectives  identified  in  this  Workforce  Hiring  Plan,  JSCo  will  extend  additional 
good  faith  efforts  to  increase  recruitment  and  outreach  to  targeted  job  populations,  in  order  to 
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raise  workforce  participation  to  minimum  hiring  goals  and  objectives.  Such  efforts  may  include 
replacement  of  subcontractors  who  failed  to  comply  with  the  goals  and  objectives  of  the  Job 
Broker  system  at  the  conclusion  of  their  contracts.  (B)  The  TIHDI  Job  Broker  will  develop,  in 
discussion  with  the  JSCO , a waiver  type  mechanism  in  the  event  the  TIHDI  Job  Broker  is  not 
able  to  meet  a particular  hiring  request  or  fails  to  produce  viable  candidates  within  the  specified 
time  frame. 


Potential  Labor  Pool,  Applicant  Referral  and  Applicant  Support 

The  TIHDI  Job  Broker  System  will  engage  the  service  and  expertise  of  its  member  agencies.  The 
TIHDI  system  will  be  able  to  produce  job  ready  applicants. 

The  Work  Readiness  Standards  ascribed  to  this  field  of  work  may  include? 


1 years  of  experience  in 
construction  or 

6 months  of  demonstrated 
training 

Ability  to  stand  on  ones  feet 
for  8 hrs  per  day 

Be  able  to  get  to  work  at  7 
am  every  week  day  and 

Ability  to  work  at  least  8 feet 
off  the  ground  and  ability  to  " 
meet  the  physical  requirement 

Ability  to  work  in  an 
predominately  male 
environment 

Ability  to  understand  and 
follow  instructions 

Substance  free  (alcohol  and 
control  substances)  free 
behavior  on  the  job 

Knowledge  of  safety 
protocols 

Possession  of  copy  of  GED  or  high  school  diploma 

The  TIHDI  Job  Broker  will  dispatch  all  the  TIHDI  referrals  to  the  worksite.  The  TIHDI  agencies 
will  be  responsible  for  supportive  services  that  will  include: 


Check  Point  Monitoring 

Job  Coaching 

Mentorship 

Follow-up 

Transportation 

Lunches 

Supportive  Employment 

Personal  Support  for 
Success 

The  Job  Broker  System 

TIHDI  Job  Broker  will  outreach,  pre-screen  and  maintain  its  labor  resource  pool. 

The  TIHDI  Job  Broker  will  provide  a snapshot  of  the  TIHDI  Job  Broker  referral  process  at  the 
request  of  the  John  Stewart  Company 
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Treasure  Island/Yerba  Buena  Housing 

766  Units 

All  units  rented  at  100%  S.F.  Area  Median  Levels 

55  Units  Completed  and  Leased  Monthly 
Term  is  7 years 

Assuming  Lease  Execution  on  March  1,  1999 


Prepared  by  the  John  Stewart  Company 


Date  Printed:  January  12,  1999 
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Annual  Summary  - Treasure  Island  Operations  (7  year  lease) 

All  units  rented  at  100%  S.F.  Area  Median  Levels 

55  Units  Completed  and  Leased  Monthly 
Assuming  Lease  Execution  on  March  1 , 1 999 

Prepared  by  The  John  Stewart  Company  Annual  Information  based  on  Calendar  year  (January  I5' to  December  31‘*  of  each  year) 


INCOME 

Consortium  Income  (trending  @ 3%) 

Residential  Gross  Potential 
Less  Vacancy  (7%  after  Year  1) 

Effective  Residential  income 
TIHDI  Income  (trending  @ 3%) 

Residential  Gross  Potential 
Less  Vacancy  (7%  after  Year  1 ) 

Effective  Residential  Income 
City  Employee  Income  (trending  3%) 

Residential  Gross  Potential 
Less  Vacancy  (7%  after  Year  1) 

Effective  Residential  Income 
S.F.  Open  Market  (trending  3%) 

Residential  Gross  Potential 
Less  Vacancy  (7%  after  Year  1) 

Effective  Residential  Income 
Total  Effective  Residential  Income 

Interest  Income  on  Reserves 

TOTAL  INCOME 
EXPENSES  (trending  @ 4%) 

Ground  Lease  Payment 
Operating  Expenses  (pro  rata  occ.) 

Replacement  Reserves 
Navy  CAM  Charges 

Possessory  Interest  Charge  (trend  2%) 

Total  Residential  Expenses 

"no! 

Special  Percentage  Rent  (thru  Month  18) 

Balance  after  Percentage  Rent 

DEVELOPMENT  COSTS 

Payments  to  Contractor 
Construction  Monitoring 
Hard  Cost  Contingency  (12%) 

START-UP  COST  BUDGET 
Special  Inspections 
Structural  Engineer  (peer  Review) 

Geotechnical  Engineer 
Environmental  Engineer 
Architect  (viz  ADA/TiUe  24) 

Legal  Costs 

Other  Start-up  Costs 

Rehab  Loan  Points 

Initial  Marketing/Media  & Fit-Up 

Management  Office  Fit-Up 

Costs 

MARKETING  BUDGET 

Marketing  Staff  (oper.  exp.  after  Yr  1) 

Ongoing  Advert,  (oper.  exp.  after  Yr  1) 

Marketing  Fee  (@  $175  per  door) 

Development  Fee 

Total  Development  Costs 

Funds  Available 
Ledger  Account  Increase 
Accretion  Accrued 
Accretion  Paid 
Ledger  Account  Payments 

Ledger  Account  Balance 

PERCENTAGE  RENT  (including  special  percentage 
City  Share  * 

Developer  Share 


1999 2000 2001 2002 2003 2004 2005 2006 Total 


$708,853 

-$49.620 

$659,234 


$3,808,834 

-$266.618 

$3,542,216 


$4,466,905 

-$312.683 

$4,154,222 


$4,600,912 

-$322.064 

$4,278,848 


$4,738,940 

-$331.726 

$4,407,214 


$4,881,108 

-$341.678 

$4,539,430 


$5,027,541 

-$1.193.939 

$3,833,602 


$842,011  S29.075.105 

-S227  343  -S3  045  670 

S614.668  S26.029.434 


SO  $0  $0  $0  $0  $0  SO  $0  SO 

_$0 $0 $0 $0 $0 $0 $0 SO S0_ 


$988,759  $5,312,836  $6,245,957  $6,417,683  $6,610,213  $6,808,520  $7,012,775 

-S69  213  -$371  898  -$437  217  -$449  238  -$462  715  -$476  596  -SI  665  392 

$919,546  $4,940,937  $5,808,740  $5,968,445  $6,147,498  $6,331,923  $5,347,384 


$1,174,497  S40, 571,240 

-S317114  -S4  249  334 

S357.333  S36.321.857 


$1,086,908  $5,840,213  $6,849,255  $7,054,732  $7,266,374  $7,484,365  $7,708,896  S1.291.083  S44.581.827 

-$76.084  -$408.815  -$479.448  -$493.831  -$508.646  -$523.906  -SI. 830.706  -S348.593  -S4.670.028 

$1,010,825  $5,431,398  $6,369,807  $6,560,901  $6,757,728  $6,960,460  $5,878,190  S942.491  S39.911.799 

$2,589,605  $13,914,551  $16,332,769  $16,808,194  $17,312,440  $17,831,813  $15,059,176  S2, 414, 542  S102, 263,090 

$206  $4,037  $11,773  $17,409  $25,061  $32,057  $34,262  S5.747  $130,552 

$2,589,811  $13,918,588  $16,344,541  $16,825,603  $17,337,502  $17,863,870  S15.093.438  S2, 420,289  $102,393,642 


$166,667  $366,667 

$737,917  $3,999,144 

$30,800  $166,921 

$121,968  $661,006 

$61,600  $328,141 

$1,118,951  $5,521,879' 

$1,470,859  $8,396,709 

$152,086  $518,904 

$1,318,773  $7,877,805 


$413,333  $444,333  $491,667 

$4,733,369  $4,922,704  $5,119,612 

$191,194  $204,195  $149,820 

$782,364  $813,659  $846,205 

$381,284  $388,910  $396,688 

$6,501,545  $6,773,801  $7,003, 992~ 

$9,842,997  $10,051,803  $10,333,510 

$0 

$9,842,997  $10,051,803  $10,333,510 


$516,667 
$5,324,397 
$23,071 
$880,053 
$404,622 
$7,148, 809~ 
$10,715,061 

$10,715,061 


$537,333 

$4,283,426 

$0 

$707,994 

$319,549 

$5,848,302 

$9,245,135 

$9,245,135 


$4,403,245  $3,796,409 

$44,444  $35,556 

$528,389  $455,569 


$0  $0 

$0  $0 

$0  $0 


$90,133  S3.026.800 

S678.060  $29,798,629 

SO  S766.000 

S1 12,075  S4, 925,325 

$50,378  S2.331.172 

$930,646  S40.847.926~ 

$1,489,643  S61.545.716 

S670.990 
$1,489,643  S60.874.727 

SO 

$0  $8,199,654 

SO  S80.000 

SO  $983,958 


$11,488  $8,512 

$60,851  $4,149 

$10,000  $0 

$10,000  $0 

$32,766  $2,234 

$100,000  $0 

$102,000  $0 

$95,750  $0 

$35,000  $0 

$25,000  $0 

$5,458,933  $4,302,429 


$0  $0 

$0  $0 

$0  $0 

$0  $0 

$0  $0 

$0 

$0  $0 

$0  $0 

$0  $0 

$0 $0 


$0 

$0 

$0 

$0 

$0 

$0 

so 

$0 

$0 


so 

$0 

$0 

$0 

$0 

$0 

$0 

$0 

$0 

so 


so 

$0 

$0 

so 

so 

so 

so 

so 

so 

so 

so 


SO  $20,000 

SO  $65,000 

SO  S10.000 

SO  $10,000 

$0  $35,000 

SO  $100,000 

SO  $102,000 

SO  S95.750 

SO  $35,000 

SO  S25.000 

SO  S9.761.362 


$130,000  $26,000  $0 

$50,000  $10,000  $0 


$0  $0 

$0  $0 


SO  SO  $156,000 

SO  SO  S60.000 


$239.484  $239.484 


$5,905,878  $4,644,588  $239,484  $239,484 


-$4,587,105 

-$4,587,105 

-$164,080 


$3,233,218 

-$839,575 

-$463,733 

-$627,813 

$1,558,952 

-$3,867,728 


$9,603,513  $9,812,319  $10,293,596  $10,715,061  $9,245,135 


-$211,344 

-$211,344 

$3,315,195 

-$552,533 


-$6,216 

-$6,216 

$552,533 


-S5.426.680 
-S845.373 
-S 845,373 
S5.426.680 


$152,086  $2,404,931 

$141,440  $2,236,585 

$10,646  $168,345 


$6,076,974  $9,253,570  $10,293,596  $10,715,061 

$5,651,586  $8,605,820  $9,573,044  $10,054,852 

$425,388  $647,750  $720,552  $660,208 


$9,245,135 

$8,764,909 

$480,226 


S49.630.995 
S46.443.398 
S3, 187,597 


Note:  Since  this  presentation  is  based  on  calendar  year,  the  percentage  rent  share  for  the  City  in  year  2004  reflects  a share  of  93%  for  ten  months  and  94%  for  i 
2005  reflects  a 94%  share  for  10  months  and  95%  for  2 months;  2006  share  is  95%. 
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Treasure  Island/Yerba  Buena  Housing 


766  Units 

All  units  rented  at  100%  S.F.  Area  Median  Levels 
55  Units  Completed  and  Leased  Monthly 
Term  is  7 years 

Projections  assume  lease  execution  on  March  1,  1999 


ASSUMPTIONS 


NOTE:  Annual  projection  based  on  January  1st  to  December  31st  periods. 

Monthly  projections  based  on  March  1st  to  February  28th  periods  (anniversary  of  lease). 

Rents 

100%  median 

Rents  increase  at  3 percent  annually 

Vacancies  based  on  7 percent  of  currently  leased  housing  units. 

In  year  7 (February,  2005  to  February  28,  2006)  vacancies  are  33  percent  for  year. 

Operating  Expenses 

Operating  Expenses  $5,750  per  unit  annually 
Operating  expense  increase  at  4 percent  annually 

Operating  expenses  paid  from  gross  revenues  or  funded  by  JSCo  if  there  are  operating  deficits 
Payments  of  operating  expenses  funded  by  JSCo  (operating  deficits)  are  funded  to  the  ledger  account 

Navy  CAM  Charges 

CAM  charges  begin  accruing  at  Certificate  of  Occupancy  for  individual  units 

Charges  are  estimated  at  $79.20  month  per  completed  unit  (subject  to  confirmation  of  property  transferred) 
(this  includes  $.05  per  square  foot  of  interior  space  and  $.003  per  square  foot  of  exterior  space) 

CAM  charges  rise  at  4 percent  annually 

CAM  charges  are  paid  from  gross  revenues  or  funded  by  JSCo  if  gross  revenues  are  insufficient 
Payments  of  CAM  charges  funded  by  JSCo  are  funded  to  the  ledger  account 

Possessory  Interest  Charges 

Possessory  interest  charges  begin  accruing  at  Certificate  of  Occupancy  for  individual  units 
Possessory  interest  charges  are  estimated  at  $40  per  completed  unit 
Possessory  interest  charges  rise  at  2 percent  annually 

Possessory  Interest  charges  paid  from  gross  revenues  or  funded  by  JSCo  if  gross  revenues  are  insufficient 
Payments  of  Possessory  interest  charges  funded  by  JSCo  are  funded  to  the  ledger  account 

Base  Rent 

Rent  begins  accruing  at  date  of  lease 

Base  rent  paid  from  gross  revenues  or  funded  by  JSCo  if  gross  revenues  are  insufficient 
Payments  of  Base  Rent  funded  by  JSCo  are  funded  to  the  ledger  account 
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ASSUMPTIONS  (Continued) 


Developer  fee 

Developer  fee  paid  evenly  through  48  month  period. 

Total  development  costs  for  calculating  development  fee  include: 


Payments  to  Contractor 

8,199,654 

Construction  Monitoring 

80,000 

Hard  Cost  Contingency 

983,958 

Structural  Engineer  (peer  Review) 

65,000 

Geotechnical  Engineer 

10,000 

Environmental  Engineer 

10,000 

Architect  (viz  ADA/Title  24) 

35,000 

Legal  Costs 

100,000 

Rehab  Loan  Points 

95,750 

Total  Development  Cost 

9,579,362 

Percentage 

10.0% 

Development  Fee 

957,936 

Monthly  Development  Fee  Payment 

19,957 

Developer  fee  is  paid  from  gross  revenues  or  funded  by  JSCo  if  gross  revenues  are  insufficient 
Payments  of  Developer  fee  funded  by  JSCo  are  funded  to  the  ledger  account 
Discounted  value  of  Developer  fee  (assuming  9%  discount)  is  $801 ,968 

Marketing  Fees 

$175  per  unit  leased  (subject  to  minimum  standards) 

Marketing  fees  are  paid  from  gross  revenues  or  funded  by  JSCo  if  gross  revenues  are  insufficient 
Payments  of  Marketing  fees  funded  by  JSCo  are  funded  to  the  ledger  account 

Marketing  Costs 

Marketing  staff  cost  of  $13,000  monthly  during  first  12  months 
Advertising  cost  of  $5,000  monthly  during  first  12  months 

Marketing  costs  are  paid  from  gross  revenues  or  funded  by  JSCo  if  gross  revenues  are  insufficient 
Payments  of  Marketing  costs  funded  by  JSCo  are  funded  to  the  ledger  account 

Loan  Points 

Loan  points  based  on  Estimated  construction  budget  (excluding  Contingency) 

Loan  costs  are  paid  from  gross  revenues  or  funded  by  JSCo  if  gross  revenues  are  insufficient 
Loan  Point  costs  funded  by  JSCo  are  funded  to  the  ledger  account 

Replacement  Reserves 

Replacement  reserve  funding  at  $20  per  month  per  leased  unit  (up  to  $766,000  total) 

Replacement  reserve  funding  levels  increase  at  4 percent  annually 

Replacement  reserve  funding  cost  paid  from  gross  revenues  or  funded  by  JSCo  if  gross  revenues  are  insufficient 
Replacement  reserve  funding  cost  funded  by  JSCo  are  funded  to  the  ledger  account 

Ledger  Account 

Funded  based  on  costs  of  the  Work  (development  costs)  and  items  above  based  on  shortfalls  in 
gross  revenues. 

Ledger  account  balance  accretes  at  9 percent  annually  on  beginning  balance  in  account 
Ledger  account  balance  reduced  beginning  in  month  19 

Reduction  based  on  current  balance  of  ledger  account  divided  by  months  remaining  at  end  of  prior  period 
(at  no  point  below  1) 
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JSCO  - TREASURE  ISLAND 
FIT-UP  COSTS -1999 
MANAGEMENT  AND  MARKETING 


ADMINISTRATION,  FURNITURE  & EQUIPMENT: 

Desks  (12)  @ 800  each  9,600.00 

Chairs  (12)  @ 200  each  2,400.00 

Chair  mats  (12)  @ 25  each  300.00 

4 drawer  lateral  file  (10)  @ 630  each  6,300.00 

Bookcase  (3)  @ 90  each  270.00 

Computers  (5)  @ 1,800  each  9,000.00 

Computer  tables,  mobile  (2)  @ 150  each  300.00 

CAM  II  software  1,500.00 

Software  - desk  top,  Internet  500.00 

Typewriter  100.00 

Typing  table  33.00 

Telephones  (12)  6 lines/F AX/modem  7,000.00 

Postal  machine  - lease  @ 50/month  50.00 

Answering  machine  100.00 

Copier  10,000.00 

Calculators  (4)  @ 60  each  240.00 

Clocks  (2)  35.00 

Waste  baskets  (12)  @ 6.50  each  78.00 

Conference  table/chairs  3,000.00 

Subtotal  50,806.00 

ADMINISTRATIVE,  OFFICE  SUPPLIES: 

Manila  file  folders,  legal  ( 1 00)  7.00 

Press-board  file  folders,  legal  (50)  141.00 

Hanging  file  folders,  legal  (100)  44.00 

3-ring  binders  (1 1)  @ 3.00  each  33.00 

Avery  labels  4.00 

Label  maker  12.00 

Label  tape  2.00 

Copier  labels  33.00 

3-hole  punch  26.00 

2-hole  punch  26.00 

Stacking  trays,  legal  (4)  42.00 

Pencil  sharpener  12.00 

Diskette  tray  5.00 

Cash  bag  12.00 

Tape  dispenser  (4)  @ 5 each  20.00 

Tape,  3M  magic  (1  doz)  @ 1.33  each  16.00 


ADMINISTRATIVE,  OFFICE  SUPPLIES  (CONT'D.h 


Coffee  maker  27.00 

Bulletin  boards  (2)  @ 30  each  60.00 

Markers  (20)  @ 5 each  100.00 

Pins  2.00 

"No  Smoking"  signs  (4)  @ 15  each  60.00 

8-1/2  x 1 1 paper  (3  cases)  @ 18  each  54.00 

1 1 x 14  paper  (3  cases)  @ 40  each  120.00 

Pens,  pencils,  etc.  100.00 

Staplers  (4),  staples  (4  boxes),  staple  removers  (4)  @ 15.50  each  62.00 

Scissors  (4)  @ 12  each  48.00 

Rulers  (4)  @ 3 each  12.00 

Typewriter  ribbon  (10)  @ 10  each  100.00 

Computer  printer  ink  or  ribbon  (3)  @ 30  each  90.00 

Paper  clips  5.00 

Message  pads  (1  doz)  @ 5 each  60.00 

Rubber  stamp  (return  address)  21.00 

Writing  pads  (1  doz)  6.00 

First  Aid  kit  22.00 

Envelopes,  business  5.00 

Envelopes,  9x12  5.00 

Post-it  notes  4.00 

Desk  drawer  trays  (4)  @ 5 each  10.00 

Clipboards  (2)  2.00 

Glue  sticks  (2)  2.00 

Postal  scale  8.00 

Paper  clip  dispenser  (4)  @ 2 each  8.00 

Large  comer  clips  (1)  sm  (1)  med  16.00 

Rubber  bands  2.00 

Rolodex  (4)  @ 13  each  52.00 

Desk  calendars  (4)  @ 2 each  8.00 

Surge  protectors  (2)  @ 20  each  40.00 

Computer  disks  8.00 

White-out  3.00 

Petty  cash  receipts  3.00 

Cups,  napkins,  stirrers,  etc.  30.00 

Cash  sheet  binder  42.00 

Moistener  (for  envelope  sealing)  1 .00 

Bankers  boxes  10.00 

Subtotal  1,643.00 

OFFICE  MAINTENANCE  SUPPLIES: 

Vacuum  200.00 

Tool  chest  13.00 

Hammer  16.00 

Measuring  tape  10.00 


. 


OFFICE  MAINTENANCE  SUPPLIES  (CONT’D.): 


Slip  joint  pliers  7.00 

Combination  wrench  set  15.00 

Phillips  - slotted  screwdriver  set  15.00 

Masking  tape  3.00 

3M  duct-tape  8.00 

Plunger  8.00 


Subtotal 


358.00 


MISCELLANEOUS: 

Flashlights  (4)  @ 12.00 
Batteries 

Subtotal 

Subtotal  Management/Marketing  Office  Fit-Up 


48.00 

5.00 


53.00 

52,860.00 


DECORATING: 

2.500.00 

4.450.00 
190.00 


Carpet 

Art  work/Displays 
Plants 


Subtotal 


7,142.00 


GRAND  TOTAL 


S60,000.00 
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Figure  1 

Treasure  Island  Housing  Project 

Base  and  Percentage  Rent  to  Treasure  Island  Development  Authority 
(by  Fiscal  Year  assuming  Lease  Execution  on  March  1, 1999) 


1 Includes  special  percentage  rent  in  months  1- 18. 
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* Includes  special  percentage  rent  in  months  1- 18. 


Figure  3 

Treasure  Island  Housing  Project 

Estimated  Rent  Parameters 
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Adjusted  down  to  reflect  lack  of  convenience  store  and  regular  ferry  service. 
r Unadjusted  market  rents  per  September,  1998  BAE  Market  Study. 


Figure  4 

Treasure  Island  Housing  Project 

Total  Uses  of  Project  Income 
(Assuming  Lease  Execution  on  March  1, 1999) 


1999  2000  2001  2002  2003  2004  2005  2006 

Calendar  Year  (January  1 st  to  December  31 st) 


Figure  5 

Treasure  Island  Housing  Project 

Cumulative  Rent  to  City  and 
Balance  in  Ledger  Account 
(Lease  Execution  on  March  1, 1999) 
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* Includes  special  percentage  rent  in  months  1 - 18. 
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MINUTES  FOR  SPECIAL  MEETING 
JANUARY  20  ,1999 

2 P.M.  Room  416,  City  Hall 
1 Dr.  Calrton  Goodlett  Place 


1.  Call  to  Order:  1:05  p.m.  in  Suite  3100,  Ferry  Building 


documents  dept. 

SEP  2 7 2001 
SAN  FRANCISCO 
PUBLIC  LIBRARY 


2.  Roll  Call:  Present:  John  Elberling,  Vice  Chair  Anne  Halsted,  Gerald  Green,  James 
Morales  (1:35,)  Doug  Wong  (1:10),  Donna  Provenzano 

3.  Approval  of  Minutes:  The  minutes  of  December  16,  1998  were  unanimously 
approved. 


4.  Communications 


The  Commission  Secretary  noted  the  following  communications:  four  letters  relating  to 
wetlands  assessment  methodology,  a spreadsheet  relating  to  the  Authority's  monthly 
revenues  and  expenses  and  correspondence  from  the  Project  Office  to  each  of  the 
Marina  RFP  respondents. 

5.  Executive  Director's  Report 

In  the  interest  of  brevity,  Ms.  Conroy  reported  on  the  status  of  Supervisor  Yaki's 
legislation  relating  to  the  TIDA  board.  She  also  listed  a series  of  upcoming  meetings 
with  state  legislators,  Caltrans,  MTC  with  regard  to  the  new  east  span  of  the  Bay 
Bridge.  She  stated  that  she  would  provide  a more  extensive  report  at  the  next  regular 
TIDA  meeting. 

6.  Public  Comment: 

Ruth  Gravanis  noted  that  the  letters  received  by  the  Authority  in  the  past  month 
related  to  siting  wetlands  on  Treasure  Island  in  the  best  possible  site  and  looked 
forward  to  a comparative  analysis  of  sites  in  the  upcoming  RFP. 

Redmond  Kernan  requested  that  the  Authority  defer  selection  of  a Marina  operator 
until  after  the  Authority  considers  the  scope  of  any  master  developer  RFP's  or  RFQ's. 

7.  Resolution  approving  and  adopting  amendments  to  the  By-laws  of  the  Treasure 
Island  Development  Authority,  changing  the  place  of  the  Authority's  regular  meetings 
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to  Room  400  at  City  Hall,  and  changing  the  date  of  such  meeting  to  the  second 
Wednesday  of  each  month,  at  1 p.m.  (Action  item) 

Motion  by  Ms.  Provenzano  to  approve,  seconded  by  Ms.  Halsted.  Approved,  5-0. 

8.  Resolution  confirming  recommendation  of  the  Selection  Committee  for  operator  of 
Treasure  Island  Marina  and  authorizing  Project  Office  to  commence  exclusive 
negotiations  therewith  (Action  item) 

This  item  was  postponed. 

9.  Resolution  approving  and  authorizing  the  Executive  Director  to  execute  on  the 
Authority's  behalf  a lease  with  the  United  States  Navy  for  the  first  574  of  a total  766 
units  of  housing  on  Treasure  and  Yerba  Buena  Islands  to  be  subleased  to  the  John 
Stewart  Company  (Action  item) 

10.  Resolution  approving  and  authorizing  the  Executive  Director  to  execute  on  the 
Authority's  behalf  a Sublease,  Development,  Marketing  and  Property  Management 
Agreement  with  the  John  Stewart  Company  related  to  the  rehabilitation  and 
management  of  up  to  766  units  of  housing  on  Treasure  and  Yerba  Buena  Islands 
(Action  item) 

11.  Resolution  approving  a Repayment  Agreement  between  the  Authority  and  the  City 
and  County  of  San  Francisco  related  to  the  City's  proposed  guaranty  of  certain 
obligations  of  the  Authority  to  the  John  Stewart  Company  (Action  item) 

Mr.  Elberling  inquired  from  Ms.  Conroy  and  Deputy  City  Attorney  Cohen  whether  the 
three  items  could  be  jointly  considered  and  Mr.  Cohen  stated  that  they  could.  Mr. 
Elberling  designated  Ms.  Provenzano  to  preside  over  Agenda  items  11,  12  and  13,  and 
Mr.  Elberling  and  Ms.  Halsted  recused  themselves  from  discussion  and  voting  on  the 
items. 

Ms.  Conroy  described  the  hurdles  involved  in  negotiating  an  agreement  with  the  John 
Stewart  Company  which  include  the  lack  of  a financeable  lease  and  issues  relating  to 
the  Navy's  clean  up  of  the  housing  area.  Ms.  Conroy  related  the  basic  concepts  of  the 
agreement  with  the  John  Stewart  Company,  the  cooperative  working  relationship 
among  the  Navy,  TIHDI,  the  Project  Office  and  the  John  Stewart  Company  and  the 
benefits  each  would  receive. 

Ms.  Conroy  related  that  the  three  agenda  items  include  proposed  agreements  with 
John  Stewart  and  the  Navy  to  rehabilitate,  market,  lease  and  manage  up  to  766  of  the 
Base-wide  housing  units.  She  noted  that  John  Stewart,  financed  by  Southern  California 
Edison,  is  investing  $10  million  to  rehabilitate  the  structures  and  revenues  over  the 
first  three  years,  except  for  the  City's  base  rent,  will  go  to  the  John  Stewart  Company. 
Ms.  Conroy  added  that  city  departments  will  profit  from  the  agreement  with  the  Public 
Utilities  Commission  making  $14  million  over  the  seven  years  of  the  agreement.  Ms. 
Conroy  noted  that  the  agreement  specifies  that  40  to  60  units  will  be  made  available 
for  rental  each  month.  She  described  rent  levels  that  average  $1542  per  month  for  a 
two  bedroom  unit,  $1782  per  month  for  a three  bedroom  unit,  and  $1990  for  a four 
bedroom  unit.  Rather  than  rent  subsidies,  certain  categories  of  the  public  will  receive  a 
30  day  right  of  first  refusal. 

Ms.  Conroy  described  the  preference  categories  which  include  allocations  for  certain 
categories  of  City  and  San  Francisco  School  District  employees,  University  consortium 
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members,  San  Francisco  and  Bay  Area  residents. 

Ms.  Conroy  introduced  the  John  Stewart  Company  team  and  Richard  Berkson, 

Economic  and  Planning  Systems  (EPS),  consultants  to  the  Authority.  Mr.  Berkson 
described  areas  of  the  agreement  which  his  firm  provided  analyses  and  the  rental 
return  structure  and  fees  to  the  John  Stewart  Company.  He  stated  that  he  projected 
the  return  to  the  John  Stewart  Company  to  range  from  12%  to  19%. 

John  Stewart  stated  that  he  enjoyed  negotiating  with  the  Project  Office,  Mr.  Cohen  and 
TIHDI.  Mr.  Stewart  noted  two  primary  risks  associated  with  any  agreement  with  the 
Authority  D the  loss  of  utilities  and  the  loss  by  the  authority  of  its  master  lease  with 
the  Navy  of  the  housing  units.  He  stated  that  his  company  worked  with  the 
Department  of  Building  Inspection,  TIHDI,  the  University  Consortium  and  the  Navy. 

Mr.  Stewart  elaborated  on  the  operating  budget  and  concluded  that  his  company  was 
ready  to  start  work  as  soon  as  the  Authority  and  Board  of  Supervisors  approved  the 
agreements. 

Mr.  Green  inquired  about  the  workforce  plan  and  Mr.  Stewart  deferred  to  Bruce  Franks, 
TIHDI's  job  broker.  Mr.  Franks  distributed  the  workplan  which  TIHDI  and  the  John 
Stewart  Company  had  negotiated  and  stated  that  he  was  pleased  with  the  results. 

Mr.  Wong  inquired  about  the  applicability  of  the  City's  rent  control  ordinance  and  Mr. 
Cohen  stated  that  as  long  as  the  Authority  sets  the  rental  rates,  the  City's  rent  control 
ordinance  dos  not  apply. 

Mr.  Morales  inquired  about  the  length  of  leases  and  Ms.  Conroy  responded  that  that 
was  still  being  discussed  with  the  John  Stewart  Company.  Mr.  Morales  expressed 
concern  with  "at  will  evictions"  and  Mr.  Cohen  replied  that  he  and  the  Project  Office 
would  be  happy  to  work  with  the  John  Stewart  Company  to  establish  conditions  of 
eviction  and,  if  the  Authority  so  desired  would  present  the  rental  form  for  its  review. 

Mr.  Morales  also  inquired  if  employment  income  would  be  considered  more 
preferentially  than  other  types  of  income  that  are  derived  from  other  sources.  He  also 
inquired  about  selection  criteria  related  to  arrest  and/or  conviction,  standards  relating 
to  occupancy. 

Ms.  Conroy  requested  that  Lauren  Sanborn  from  the  John  Stewart  Company  respond  to 
Mr.  Morales'  questions.  Ms.  Sanborn  stated  that  the  income  to  rent  ratio  would  most 
likely  be  around  45%  since  the  cost  of  utilities  is  included  in  the  rent.  She  added  that  a 
conviction,  not  just  arrest,  would  . 

There  was  no  public  comment. 

Authority  members  complimented  staff,  the  John  Stewart  Company,  Michael  Cohen 
and  TIHDI  on  the  agreement. 

Item  number  11  D Moved  by  Mr.  Wong,  seconded  by  Mr.  Green,  approved,  4-0. 

Item  number  12  D Moved  by  Mr.  Wong,  seconded  by  Mr.  .Morales,  approved,  4-0. 

Item  number  13  D Moved  by  Mr.  Morales,  seconded  by  Mr.  Green,  approved,  4-0. 

12.  Resolution  approving  and  authorizing  the  Executive  Director  to  execute  on  the 
Authority's  behalf  a lease  with  the  United  States  Navy  for  the  first  86  of  a total  222 
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units  of  housing  on  Treasure  and  Yerba  Buena  Islands  to  be  subleased  to  member 
organizations  of  the  Treasure  Island  Homeless  Development  Initiative  (Action  item) 

13.  Resolution  approving  and  authorizing  the  Executive  Director  to  execute  on  the 
Authority's  behalf  four  subleases  with  member  organizations  of  the  Treasure  Island 
Homeless  Development  Initiative  related  to  the  provision  of  housing  and  social  services 
to  homeless  and  economically  disadvantaged  persons  (Action  item) 

14.  Resolution  approving  and  authorizing  the  Executive  Director  to  execute  on  the 
Authority's  behalf  a Sharing  Agreement  with  the  Treasure  Island  Homeless 
Development  Initiative  granting  TIHDI  the  right  to  receive  a percentage  of  the 
revenues  generated  from  certain  housing  units  to  be  rehabilitated  and  managed  by  the 
John  Stewart  Company  that  would  otherwise  have  been  reserved  for  use  by  TIHDI 
(Action  item) 

These  three  items  were  discussed  jointly  with  Mr.  Elberling  and  Ms.  Halsted  returning 
for  discussion  and  vote. 

Ms.  Conroy  described  the  sharing  agreement  with  TIHDI  and  projected  income  to 
TIHDI. 

Sherry  Williams  thanked  Ms.  Conroy,  Michael  Cohen  for  their  efforts  and  described  the 
selection  of  pioneer  TIHDI  organizations.  They  are  Catholic  Charities,  Swords  to 
Plowshares,  Walden  House  and  Haight-Ashbury  Free  Clinics.  Ms.  Williams  presented 
representatives  from  each  of  the  organizations.  They  are  respectively,  Beth  Smith, 
Maceo  May,  Wanda  Barnes  and  Diana  May  Bogard.  Each  described  the  program  they 
will  be  conducting  on  71. 

Mr.  Elberling  inquired  about  the  development  of  a convenience  store. 

There  was  no  public  comment. 

Item  14  - Moved  by  Mr.  Morales,  seconded  by  Mr.  Green,  approved,  6-0. 

Item  15  - Moved  by  Mr.  Wong,  seconded  by  Ms.  Provenzano,  approved,  6-0. 

Item  16  -Moved  by  Mr.  Wong,  seconded  by  Mr.  Green,  approved,  6-0. 

15.  Adjourn  The  meeting  adjourned  at  2:28  p.m. 
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